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Abstract 
There has been very little research on the effect of land lease term on 
residential property prices.  Land lease is a contract giving the right of 
possession and use of a piece of land for a specified period in exchange for 
payments, and the lease term is defined as the period of time during which 
the conditions of the lease will be carried out.  There are rare examples 
which show the co-existence of different land leases with different length of 
lease terms in the same zone, which is crucial to the study of the effect of 
lease term on property price by mean of comparison.  Due to the lengthy and 
complex historical background of land tenure system in Hong Kong, local 
government adopted different land policies to alienate land ownerships; it is 
characterized by its co-existence of land with different length of lease term.  
The study of effect of lease term is regarded as suitable in Hong Kong 
locally.  
Residential property prices are mostly concerned by large groups of people 
in the society which included both the domestic-users and property investors.  
This dissertation is written in aim of investigating the effect of lease term on 
the residential property price as well as increasing public’s awareness of that 
effect.
In this study, two areas are selected for the analysis of the effect of lease 
term; they are namely Conduit Road Area (CRA) and Pokfulam Garden & 
Chi Fu Fa Yuen (PG&CF).   A hedonic Pricing Theory is applied in aim of 
i
testing the effect of lease term on property prices.  There are total three 
models constructed to test the effect and the relevant significance of the 
factors.  Empirical data in those two areas is used while the transaction 
records were collected from a limited area in order to control other factors 
being constant.
The results indicate that the land lease term is actually affecting the property 
price in mainly two ways (examined as two hypotheses).  The first influence 
is the direct positive effect by the length of lease term.  It is found out that 
properties with longer length of remaining land lease term can be sold out at 
higher prices.  The second influence is the depression of property price in 
period prior to the expiration of lease term or prior to the announcement of 
certain information concerning the lease term.    For each influences, the 
authors has suggested possible explanation.
This dissertation suggests that lease term affect the residential property 
prices.  Residential property buyers either home-owners or investors are 
willing to pay higher implicit price for a longer lease term.
ii
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1Chapter 1
Introduction
Background 
Ownership is of paramount importance to real estate industry.
The importance can be seen from it high correlation with the private 
property right.  The status of ownership directly affects the real estate 
industry.  In place without private property right, the real estate industry will 
not be developed.  In Hong Kong, the constitutional law - Basic Law, 
protects the right of private ownership of property in the same manner 
before handover.  The ownerships on land in Hong Kong are alienated by a 
system called leasehold system except the piece of land in Garden Road 
where St. John Cathedral situated).  Such leasehold system characterizes in 
its term-based nature which places a limitation in time horizon on its legal 
2effect.  While a piece of land possess a term on its land lease, the property or 
properties built on that piece of land enjoys/enjoy the same lease term with 
the land.  Due to the complex historical background associated with the land 
tenure system in Hong Kong, the land or properties in Hong Kong possess 
various length of lease term ranging from 999 year to 50 years.  
However, people prefer owning things in perpetuity.  This is an observation 
of human nature from many researchers in the field of social science.  It is 
because human are risk adverse, meansing they are not willing to take risk.  
Issac (1987)1  even suggested human would like to pay higher price for 
certainty or elimination of uncertainty.  So human prefer owning asset or 
properties in long time or even in perpetuity in hope of maintaining their 
ownership in stable, certain environment.  
When applying the above human nature in the property ownership system to 
Hong Kong, it is easy to find out that theoretically there will be preference in 
purchasing 999-year term or longer-term properties by Hong Kong people 
which are expected to sell at higher price in the market.  However, from 
observation, the fact nowadays is not the same as expected in theory.  In all 
                                                
1 Issace, R.M. (1987) “The value of Information in Resource Exploration: The Interactopm pf strategic 
Plays and Institutional Rules”, Journal of Environmental Economics and Management, 14, pp 313-322
3the cases of mortgage valuations, other kinds of general valuations or even 
valuations for professional evidence in court made by professional valuers or 
surveyors, the length of lease term is usually not included as one of the 
adjustment factors in the valuations2.  It shows the ignorance of the impact 
on the lease term to the property price even by those professionals, not to 
mention the individual investors or domestic home-ownership owners.  Then, 
the valuation will not be accurate anymore under the circumstance that one 
of the cost-sensitive (length of lease term) factors being omitted in the 
valuation formula.  The potential economical loss would be so huge.    
In the field of academic research, there are thousands of literatures related to 
the study of values of housing attributes such as location, view, surrounding 
environment, floor or even lucky floor implicit in property price.  But the 
“status of ownership” is a “supreme factor” which posseses the largest 
influence on the property price compared to these housing attributes.   Lease 
term is regarded as one of the elements constituting the status of ownership.  
Disappointedly, only a few researchers express their interest in the study of 
the impact of lease term on the property price.  In academic term, there is a 
huge research gap left to be filled
                                                
2 See Appendix I for a practical valuation report
4When it comes to the end of the lease term, it is named expiration.  
Expiration id supposed to be influential to the property price in this study 
before lease term expires.   However, observation from the reality shows that 
there are not many people who are aware of the potential impact of the 
expiration of land lease of their properties nowadays.   Several possible 
reasons are attributable to their behavior. There are still decades before 
reaching that date which seems to be unreachable to many people. People 
are confident in the government’s ability in settling down the issue of lease 
expiration.  And the last and most possible one is that people are unaware of 
the potential impact of expiration of lease term.  The property owners are 
likely to be vulnerable to monetary loss of they are kept unaware of the issue 
of expiration.
From a macro view of the Hong Kong society, the lease term of most of the 
land will expiree 2047.  It is predicted that certain period before the 
expiration, the circumstance will be full of uncertainty on the issue of 
ownership after expiration of lease term.  At that time, Hong Kong will be 
full of uncertainty and fluctuating emotions which are regarded as unhealthy 
5to both the sustainable development to the society as well as the financial 
and economic system in Hong Kong.  The downside effect is believed to be 
diminishing if the people and the society are earlier informed about the 
above expiration issue as well as allowing enough time for searching for 
possible solutions.  This study is to increase the public and academics’ 
awareness of the potential impact of expiration of lease term.
Objective of the study 
In the part of Background, the author has discussed the factual issues 
relating to the topic and pointed out the underpinned necessity for the 
development of this research.  In this part, all the necessity will be 
formulated into seven objectives which the authors tried to achieve through 
this dissertation.  Objectives are is crucial in its close linkage with the scope 
of study and hypothesis which both of them are originated from the 
objectives.
6Given a background discussed in the part above, the objectives of this study 
are:
1. To empirically examine the relationship between length of lease term 
and residential property price
2. To suggest possible factors contributeding to the relationship between 
length of lease term and residential property price for further research.
3. To increase the public’s awareness of the effect of lease term on 
residential property price 
4. To investigate the effect of expiration of land lease on the residential 
property price in period before the expiration
75. To suggest possible factors contributing to effect of expiration of land 
lease to the residential property price in period before the expiration 
for further research.
Outline of Approach of this Dissertation
Among all kinds of research theory, Hedonic price theory is chosen for 
application in this research.  It is assumed that the length of lease or the 
certainty of land lease matter was one of the housing attributes of which 
their values are implicit in the residential property price.  While hedonic 
price theory was applied, the research technique is namely multiple linear 
regression analysis.  It will be further discussed in the part of methodology.  
Provided the effect of other housing attributes will be sufficiently absorbed 
in other respective independent variables in the regression model.  The effect 
of length of land lease on the residential property price is proxied by R and 
RD, R is defined as the remaining land lease term of the sample and RD is 
defined as dummy variable which equal to 1 if the remaining land lease term 
8is larger than 100 years or otherwise, 0.  The coefficient and significance of 
R and RD directly show their effect and significance of effect on property 
price respectively.
In other model, the effect of uncertainty of land lease renewal on the 
residential property price was investigated by proxy of an interacting time-
related variable (PD*POST_A).  It is an interacting variable of PD and 
POST_A.  PD is a dummy which equal to 1 if the premise is Pokfulam 
Garden; POST_A is another time dummy which was equal to 1 if the 
transaction date is on or after May of 2005.  The whole interacting variable 
POST_A is equal to 1 if the sample ss from Pokfulam Garden and 
transacted on or after May of April.  The rationale behind the establishment 
of this interacting variable PD*POST_A will be discussed in Methodology 
(chapter 5) Similar, the coefficient and significance was directly connected 
to the effect to property price and the significance of effect.  
9Presentation Structure 
The author presents the content of this dissertation in 11 chapters.  
This chapter, which is Chapter 1, is Introduction.  It includes the 
background of study in Hong Kong locally, the objectives of this study, 
outline of approach of the dissertation and the presentation structure.  
Introduction aims to give the reader a brief and first-impression of the whole 
study. 
Chapter 2 is Review of land Tenure System and Historical Background 
in Hong Kong.  It consists of a briefing on the land tenure system in Hong 
Kong and the related historical background.
Chapter 3 is Literature Review.  It includes a review of previous literature’s 
finding and their argument.  The author of this dissertation sometimes adds 
his comments to the previous literature.  The literature presented is chosen 
by the author to be a theoretical base of this dissertation.  At the final part of 
10
the literature review.  The importance of study is mentioned which links the 
reviewed literatures to this dissertation.
After reviewing the previous literatures, the theoretical base is well prepared.  
It comes to chapter 4 (Hypothesis) where the theoretical base is further
constructed.  The argument of this study will be hypothesized into 
statements.  There are two hypotheses in this dissertation.  They are derived 
by mathematics formula extracted from previous literatures combined with 
generalized observation from the reality.  
After constructing a theoretical base, practical research methods are then 
suggested to examine the theoretical base stated in chapter 4.  Chapter 5 is 
Methodology which includes all the information about the research methods 
employed in this study.  It comprise a briefing on regression analysis, data 
sources and their reliability and above all, the selection of targeted properties 
followed by a detailed explanation of model specification and hedonic 
equations.
11
Chapter 6, 7 are Empirical Result and Interpretation of model 1, 2
respectively.  The generated results from the regression are presented there 
followed by an interpretation of the result.  
Chapter 8 is a briefing on the case of Pokfulam Garden named Introduction 
to the Case of Pokfulam Garden.  Pokfulam Garden is one of the sample-
taking residential developments in the model 3 of this dissertation and the 
samples from there are actually useful in the regression model.  However, 
due the unique and complicated situation the Pokfulam Garden possesses, 
chapter 8 is established introduce the case of Pokfulam Garden.
Chapter 9 is the chapter of Empirical Result and Interpretation of model 
3.  The empirical results from the regression analysis are shown in tabular
format and a brief interpretation of the result will be included also.  
Chapter 10 is the Discussion.  The empirical result will be further discussed 
in this chapter.  A commentary on the result will also be presented.  
12
Conclusion is the last chapter which is chapter 11.  All the findings will be 
concluded in this chapter.  Moreover, the limitation and insights for further 
possible study are discussed after all. 
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Chapter 2
Review of Land Tenure System and Historical 
Background in Hong Kong
Introduction 
This chapter aims to introduce the land tenure system and the related 
historical background of Hong Kong.  Through this chapter, readers are then 
able to have a deeper understanding of the land tenure system in Hong Kong 
and realize the potential effect of lease term.
. 
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Introduction to Leasehold system
Leasehold system is the prevailing land tenure system in Hong Kong which 
was adopted in as early as 1843 when Hong Kong was still one of the 
colonies of Great Britain.  Under the leasehold system, most of the land in 
the region (except St. John Cathedral in Garden Road) is owned and granted 
by land lease by the Queen of Great Britain before the handover of Hong 
Kong, and from 1 July 1997 to now on, Hong Kong Special Administrative 
Region Government took the role of Great Britain as the ultimate Land 
owner in Hong Kong.  With such system, the government possesses the right 
to own, and the leasees lease from the government the right to develop, use, 
transfer, inherit, and benefit from land.  Leasehold system is a kind of land
tenure system regulating private property right, However, the influence of it 
can be so widespread to social, economical, environmental and above all, 
political aspects.  The Leasehold system has long been the interest of study 
by either international or regional academics in these several fields. 
15
To commence with, Lai (1998)3 has identified that town planning can be 
achieved by land leases.  The land use, the plot ratio, the Gross Floor Area 
and restricted building height were regulated either by condition of the land 
lease directly or demand by the condition of compliance of certain 
ordinances.  In this way, the development on land can be controlled in a 
sustainable manner.  Besides application in town planning, Archer (1972)4
suggested the economic and social benefit of governing a region with 
leasehold system applied for urban development.  He concluded from the
experience of Canberra in Australia that the public land and leasehold 
system can provide an efficient system of urban development with a 
maximum private enterprise role in building development and investment.  
There were 3 major advantages he suggested.  First, it provided the mean for 
effectively planning and coordinating private (and government) building 
development while allowing the property market to work efficiency.  Second, 
it provided a framework for encouraging extensive private building 
development and private investment and loan financing.  Thus, private 
housing can be encouraged by releasing sites at a cost-of-production price, 
                                                
3 Lai L.W.C., (2005), “Planning by Contract: The Leasehold Foundation of a comprehensively Planned 
Capitalist Land Market”, Economic Affairs 25 (4), 16-18
4 Archer,R.W. (1972), “Financing the Development of Canberra as a New City, 1958 to 1971; The Use of 
the Public Land and Leasehold System”.  Urban Leasehold Research Project Paper No.5, Metropolitan 
Research Trust
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with payment by an annual land rent or a single cash premium.  Third, it 
allowed the rising of land values generated by urban development 
(particularly for business sites) to be recovered and used to finance the land 
development and improvement work of adjacent area.
The leasehold system influences both the economically and politically, Hong 
and Lam (1998)5 pointed out that land leasing is the most powerful tool used 
to intervene the land and housing markets.  Instead of selling land 
permanently to private individuals, the government leases multiply land 
right to them.  Through land leases, the government specified the amount 
and type of development rights that it granted to private individuals and the 
period that they can enjoy the granted rights(lease term).   The government 
got control on the supply of land in long term by regulates the length of lease 
term of newly-granted or re-granted land leases, or by choosing whether or 
not re-grant new leases on expired ones.  Although Hong (1998) in other 
articles discovered from the event of Chang Lan Sheng in 1967 that the 
negotiation power of government on the issue of re-granting land leases was 
relatively low compared to the public(further reading can be referenced from 
                                                
5 Hong, Yu Hung. and Lam, Alven H.S (1998), “Opportunities and Risk of Capturing Land Value under 
Hong Kong’s Leasehold System”, Cambridge, MA: The Lincoln Institute of Land Policy
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Scholes (1967)6 and Wu (1973)7).  Hong was still confident in the land 
lease’s influence to land and housing market in its initial (granting) stage.    
Hong (1998)8 also supported that leasehold system facilitated government to 
capture “surplus Land value” as revenue for financing public infrastructure 
and social services by four mechanisms.  Surplus land value was defined by 
Hong (1998) as the portion of the increased land value that is generated by 
changes in government land-use regulations, public investments in 
infrastructure, urbanisation, locational advantages and population growth. 
This land value excluded the part of the increase that was attributable to the 
private capital investment in land9. So it was rationalized by Hong to extract 
the “surplus land value” from land leased to the private individuals.  
Actually, the fact proves the argument.  According to Nissim (1998)10 and 
Seelemann (1981)11, leasehold system was made practical in Hong Kong and 
Kiaochou (the colony of England and Germany respectively) since the early 
                                                
6 Scholes, J. 1967. Chang Lan Sheng vs. the attorney general. Hong Kong Law Report. June 24.
7 Wu, Chung-Tong.(1973), “Policy making over land rents in Hong Kong: A case study of the bureaucracy 
and the pressure groups”, Paper presented at the Canton Delta Seminar. Hong Kong: Centre of Asian 
Studies, University of Hong Kong.
8 Hong Yu-Hung. (1998), “Transaction costs of allocating increased land value under public leasehold 
systems: Hong Kong”, Urban Economics, 35(9), pp1577-1595 
9 See Hong (1998) p 19
10 Nissim, R.(1998), “Land Administration and Practice in Hong Kong”, Hong Kong University Press. 
Hong Kong
11 Seelemann, D.A. (1981), “The Social and Economic Development of the Kiaochou Leasehold (Shantung, 
China) under German Administration, 1897-1914” University of Toronto
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stage of establishment of the colonies in attempt to finance the social service 
and construction of infrastructure by the local governors. 
Hong (1998) suggested four mechanisms to capture land value, namely the 
stage at the initial establishment of land leases; by the collection of land rent; 
during lease renewals; and, through lease modifications.  While similar 
thinking were rooted from argument of Farvacque and McAuslan (1992)12
and Archer (1994) who asserted one advantage of leasing, instead of selling, 
public land was the possibility for the state to recoup the future increased 
land value through these four mechanisms.  These researchers are the not the 
first one to have such thinking, A dispatch dated 23 may 1898 was received 
from the Secretary of State for the Colonies in London, signed by Joseph 
Chamberlain in his capacity as the Officer Administrating the Government 
Kong13 suggested that the 999-year land leases were practically equivalent to 
a freehold and they deprived the Government of all control over the land of 
Colony, and of all the advantage of any future value of the land.  Finally, 
Hong (1998) identified that Hong Kong government tended to capture most 
of the land value in the initial stage of granting the land leases since the 
                                                
12 Farvacque, C and McAuslan, P. (1992), Reforming urban land policies and institutions in developing 
countries. World Bank, Washington, DC, USA. Urban Management Program Paper No. 5. pp114 
13 See Roger Nissim (1998)p14
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transaction cost incurred was the lowest among these four methods.  The 
remaining portion of land value will be captured by the government by other 
three kinds of methods.
This study focuses on the effect of lease term on the residential property 
price.  The above review of the leasehold system aims to give readers an 
introduction of leasehold system since the study of leasehold system is the 
core of the study of lease term in this dissertation.  The readers would be
able to understand the effect of lease term through knowing more about the 
leasehold system.  
20
Historical Background of Leasehold system in Hong 
Kong 
The earliest history of Leasehold system in Hong Kong can be traced back 
to1843 which was the second year after the ceding of Hong Kong Island.  
Since this year, the leasehold system has prevailed in Hong Kong Island, 
Kowloon Peninsula (ceded in 1860 to British Government by Chinese 
Government) and The New Territories (leased to British Government by 
Chinese Government in 1898). According to Nissim (1998), in 1843, the 
Superintendent of trade of Hong Kong at that time, Sir Henry Pottinger was 
instructed from Britain that land must not be granted “either in perpetuity or 
for a greater length of time than may be necessary to induce the tenants to 
erect substantial buildings’14.  The instruction also mentioned that all land 
must be leased and not sold outright, and the term of the lease was fixed at 
75 years; renewals were to be at the discretion of the government15.  
                                                
14 See Nissim R. (1998) p10-13
15 See Nissim R. (1998) p10-13
21
At that time, grants of land were also made by auction; allotment was only 
awarded to the person who bid the highest amount of annual payment but 
not the highest land premium for the land.  And it was the cause of the 
problem appeared later which contributed to the development of the 
leasehold system. The starting point of the problem was that some 
Merchants at that time have bided  perpetuity Marine lots at an ultra vires16
land auction in 1841 which was 2 years before the ceding of Hong Kong 
Island.  The merchants, whose land‘s lease term reduced from perpetuity to 
75-year, found their lots below real value and suggested revaluation. The 
merchants associated to complain to London and give a threat to relocate to 
other place for cheaper land price.  Finally, Britain declined in her view and 
suggested remedial measure.  London though that it was unfair to 
unsuccessful bidders to reduce rents and suggested an extension of existing 
lease term will maintain fairness.  Finally, Britain agreed to a very 
significant concession by allowing the administration to substitute 999 year 
leases for those of 75 years.  The above incident then became the sources of 
999-year term land lease in Hong Kong.  
                                                
16 it was an ultra vires land auction on Hong Kong Land ownership since this auction was held in the year 
1841 which the Hong Kong has not been ceded to British Government at that time.  The British has not 
right to sell or lease the land right in Hong Kong. 
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After that events, land with lease term 999-year was continuously granted to 
private, such policies remained unchanged and applicable in land grant in 
Kowloon Peninsula after 1860.  It was until 1898 that a reporter received 
from the secretary of State for the Colonies in London suggested no further 
999years lease should be granted to allow higher degree of control on land 
matter by government17.  So the land lease granted after 1898 were not 999-
term any more but 75, 99 or 50 year instead [further reading can be 
referenced from Lai (1998)18].
In 1951, London announced two changes concerning the land administration 
in Hong Kong which largely influenced the future tenure system 
development of Hong Kong.  The first change was that the rent of land 
should be determined by Crown Surveyor at moderate level, in other words, 
the competition for land bidding should be in the amount to be paid down as 
a premium for the lease at rent fixed19.  Secondly, the government agreed to 
let the landlord subdivide the lots and alienate portion of land.  These two 
                                                
17 See Nissim R. (1998) p10-13
18 Lai L.W.C. (1998). “The Leasehold System as a Means of Planning by Contract: the Case of Hong 
Kong”, TPR, 69 (3), pp249- 275
19 So that the author of this dissertation agrees Hong (1998) who said that the land premium is the main 
mechanism of capturing surplus land value in Hong Kong.  Details will be discussed in Chapter 3 –
Literature Review. 
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rules constituted the framework of current land administration in Hong 
Kong20.
After the signing of Peking Convention in 1898, New Territories was leased 
to Great Britain.  Besides physical occupation, it was equally important to 
allocate and register privately owned land in The New Territories.  It was 
because of the complexity of The New Territories Land tenure system, the 
Britain government in 1900(the second year after leasing) sent a team of 
land surveyors from India to map this land and set up a land court to handle 
land registration.  Under any circumstance that claimants were able to 
establish their tile to the satisfaction of the Land Court, their particulars 
would be interfere into the Schedule to the Block Crown Lease opposite the 
Lot Number Allocated to the piece of land, together with description of the 
user of the land at that time (see Melhado Case21), the area of the lot and the 
amount of Crown rent payable22.  The lease term of Block Crown Leases 
were 75 years starting from 1 July 1898 with a renewal right for 24 years 
less three days.  To put it simply, the block crown lease will expire three 
days before the handover of Hong Kong in 1 July 1997.
                                                
20 See Nissim R. (1998) p13
21 Attorney General v Melhado Investments Ltd [1983] HKLR 327
22 see Nissim R. (1998) p18
24
To summarize, various kinds of land lease with different lease term were 
developed from a really complicated historical background of three main 
parts of Hong Kong district– Hong Kong Island, Kowloon Peninsula and 
The New Territories.  For Marine Lot in Hong Kong Island, the land lease 
term should be 999-year provided that there was not any agreed modification 
in lease term, part of land which was granted in the early years of cession of 
Kowloon Peninsula was also 999-year.  Land with 999-year term was 
granted until 1898 so the land granted after this date should be non-999-year.  
All the land in The New Territories should not of 999-year because such 
policiy was banned to allow government more control on land.  The land in 
New Territory held under block Crown lease should be 75-year with 24 year 
less 3 days of renewal.  
This chapter of literature review aims to introduce the long historical 
background of Hong Kong and its relationship with the Hong Kong land 
tenure system.  The author would like to let the readers know the existence 
and the distribution of land leases with various length of land lease term.  
Understanding the variety in lease term of land in Hong Kong is the key of 
this study as the aim of this research is to investigate the influence of lease 
term to the price of property built on that land.  
25
However, there was an important function held in 1984 which influences the 
future of Hong Kong as well as the land tenure system at large extent.  It will 
be discussed in the following part.
Sino-British Joint Declaration and Leasehold system in 
Hong Kong
On 19 December 1984, Sino-British Joint Declaration was held to negotiate 
and reach agreement to the future of Hong Kong.  The background of the 
Sino-British Joint declaration was the expiration of the lease of the New 
Territories on 1 July 1997, while the future of Hong Kong was full of 
uncertainity.  The declaration was definitely an agreement on the land 
entirement of Hong Kong, However, it  influenced Hong Kong greatly in 
terms of political, economical and social aspects.  The importance as well as 
the background of the agreement can be seen from the Introduction of the 
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White Paper23 publiched by British government inviting public comments on 
the agreements:
In the later 1970s, as the period before the termination of the New 
Terriotories lease continued to shorten, concern about the future 
of Hong Kong began to be expressed both in the territory itself 
and among foerign investors.  In particular there was inccrasing 
realization of the problem posed by individual land lease granted 
in the New Terriortries, all of which are set to expire three days 
before the expiry og the New Territories lease in the Hong Kong 
Government to grant new ones extending beyond 1997 would be 
likely to deter investment and damage confidence.
The problem of New Terriorties was unavoidable to both British and 
Chinese government.  A solution would be proper for sustainable 
development of Hong Kong.  Finally, the agreement was reached.  An entire 
annex (Annex III24) was drafted to state the detail dealing with the land lease.  
The main content of the Annec III was tailor-made to deal with land lease 
with various condition and lease term, most of the land lease was covered  in 
                                                
23 See White Paper on The Further Development of Representative Government in Hong Kong [1984].
24 See Appendix II for more details of Annex III of Sino Joint British Declaration
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the situations described in the Annex III.  The condition of Annex III deal 
with land lease was summarized briefly in followings25:
1. All lease of land granted before the entry into force of the Joint 
Declaration which extent beyond 30 June 1997, all rights in relation 
to sich lease shall continue to be recongized and protected under the 
law of the Hong Kong Special Administrative Region.
2. All lease of land granted without renewal right but expire before 30 
june 1997, may be extended if the lessee so wished for a period 
expiring not later than 30 june 2047 without payment of an 
additional premium but annual rent from date of extension 
equivelent 3% of rateable value of the property at that date.
3. new leses of land granted in the period from the entry into force of 
the joint declaration until 30 june 1997 must be with term expiring 
not later than 30 June 2047.  Such leases shall be granted at a 
premium and nominal rental until 30 June 1997, after which date 
they shall not require payment of an additional premium but an 
annual rent equivelent to 3% of ratable value of the proeprty at that 
date.
                                                
25 See Appendix II for more details of Annex III of Sino Joint British Declaration
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The Basic Law passed by National People Congress of the People Republic 
of China on 4 April 1990 included six ariticles with similar content with the 
Annex III of the Declaration to consolidate the effect of the Declaration on 
the issue of land lease.  Those six articles are ariticle 6, 7, 120, 121, 122 and 
12326. 
For a conlcusion of the Sino-Joint British Declaration,  the influence of the 
declaration on the land leases can be divide into 4 cases.  
First of all, for the 999-year leases, we can see than the property right of 
them will still be recongnized meansing that the lease term would not be 
affected.  
Secondly, for the 75 or 99-year leases, including the term after exercising 
renewal right if any, in case of their expiration before 1 July 1997, the 
modified lease term by the declaration will be 30 June, 2047 with additional 
annual rent of 3% of ratable value from date of extention.  
                                                
26 See Appendix III for more details of these 6 articles of Basic Law
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Thirdly, also for the 75 or 99-year leases, included the term after exercising 
renewal right if any, if they expire after 1 July 1997, although this was no 
any provision stated inside the Declaration or Basic Law, it was predicted 
the land will be allowed to re-granted without any additional premium but a 
3% of ratable value payable as annual rent provided that the land will not be 
delicated as public use.  The prediction was based on the following two 
reasons,  
1. Payment of consideration of land regranting in way of a total sum
of land premium payable to the governent by the land owners were 
found out as impractical reference in the event of Chang Lan 
Sheng in 196727.  
2. The current practice of government rent payable by the land 
owners with properties fell in the definition of Basic Law article 
120-123 were 3% of ratable value as the consideration of land 
regranting.
For absolute fairness, the consideration of land regranting of proeprties 
outside the definition of Basci law or Declaration should be the same as 
                                                
27 See Hong (1998)
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those properties which was included in difinition of Basic Law or 
Declaration.  The consideration should be 3% of ratable value of the 
concerned premise annually payable. 
Fourthly, for the new leases granted in the period from the entry of force of 
declaration to 30 June 1997, their term should be 50 or 50 more years and 
need to pay 3% of rateable value as annual rent after 1 july 1997 other than 
land premium payable at the time of signing of lease contract.
The solutions on land matter proposed in the  Declaration were definitely 
appreciable, they help to relieve the uncertainty temporarily at that time by 
postponing most of the land leases’ expiring date to 30 June 2047.  As a 
matter of fact, the problem of uncertainty on land lease seems to remain 
unsolved.  Although there is a tendancy28 for the government to regrant land 
with 3% of rateable value payable as annual rent instead of additional 
premium, the uncertainty among the public will be easily created unless 
drafted in black and white.  It is foreseeable the general economical 
                                                
28 HKSAR Government shows their tendency of re-granting land with consideration of 3% of ratable value 
annually payable in the terms of Basic Law.  There are total 6 articles concerning the arrangement of land 
rent payable after 1 July 1997, they are articles 6, 7,120-123.  In addition of the statement “fifty years 
unchanged” stated in Basic Law, the tendency of current practice of receiving annual rent was believed to 
be remained unchanged at lease 50 years. 
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environment in Hong Kong will be full of uncertainty in short period prior to 
2047.      
Conclusion 
The author tried to briefly describe the historical background as well as the 
land tenure system of Hong Kong in attempt to give the readers a deeper 
understanding of the potential effect of lease term on land or properties price.
There are land leases with four different length of land lease terms including 
999-year termed, 99-year termed, 75-year termed and 50-year termed lease.  
These fours kinds of leasehold interest distribute in different part of Hong 
Kong, and the author tries to compare these four kinds of leasehold interest 
in term of value in this study in attempt to examine the effect of lease term 
on the residential property price.
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Chapter 3
Literature Review
Introduction 
There are endless list of literature on the study of real estate.  In this chapter, 
there is some extraction of previous literature to provide a theoretical base of 
this study.  This part can be generally divided into 5 parts.
The first part of is the review of study of the valuation of freehold and 
leasehold asset which gave a theoretical framework of this dissertation. 
The second part is the review of the value of real option, which was the 
research on the enhancement of land or property value by the real option.
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Then, the topic of the information, uncertainty and risk, which was 
associated with the uncertainty concept underpinned in hypothesis 2, was 
discussed thirdly
The fourth part was the review of Hedonics Price Theory which is important 
to quantitative analysis of the effect of lease term in this dissertation.
The last part of the literature view is the Importance of study which 
discusses the relationship between the extracted literature and the theoretical 
base of this dissertation.
Valuation of leasehold and freehold interest
For a conceptual framework of valuation of leasehold and freehold interest, 
Asabere (2004) 29  has brought out two concepts – “Bundle-of-Right 
Argument” and “Security-of-Right Argument”.  
                                                
29 Asabere,P.K. (2004), “The Pricing of the Emergent Leasehold (Possessory) Estate of Ghana”, Real 
Estate Economics, (4) pp 673-694
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For Bundle-of-Right Argument, it stated that freehold interest should be at 
higher value than leasehold interest due to the superior right inherent in the 
freehold interest compared to leasehold interest.  It lay down the base of 
qualitative analysis of leasehold and freehold interest.  For Security-of-Right 
Argument, for two properties with other variable being constant, that one 
with right that are observed to be unsecured will be less valuable than other 
property with firm ownership status.  This argument was crucial to explain 
hypothesis 1 and 2 of this dissertation.
 For quantitative analysis framework, in Chau, Wong and Yiu (2002)30, it 
was derived by formula that there was difference in value between a 
leasehold and freehold interest and the degree of difference was determined 
by the real rate of return of property market.  It also referenced from other 
literature Chau (1997)31 that the real rate of return was a function of risk-free 
interest rate, the real estate investment risk premium and the expected long 
term rental growth.  Such deprivation was really important to demonstrate 
the relation between uncertainty and the property price with the linkage of 
                                                
30 Chau, K.W., Wong, S.K. and Yiu, C.Y. (2002), “Valuation of Leasehold Properties”, The university of 
Hong Kong & The Hong Kong Polytechnic University, Hong Kong      
31 Chau, K.W. (1997), “Political Uncertainty and the Real Estate Risk Premium in Hong Kong”  Journal of 
Real Estate Research, 13(3), pp297-315
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the risk premium.  Detail will be discussed in the part of uncertainty in 
literature review and the deprivation of hypothesis 2.
This literature also succeeded in proofing its hypothetical deprivation by 
empirical study in Conduit Road.  The authors employed hedonic price 
model in parallel to construction of price indexes to investigate the 
differentiation in effect on price of freehold interest and leasehold interest.  
However, Chau, Wong and Yiu’s study was restricted to small area (Conduit 
Road) with small coverage which gave doubt to its representation power.  
This author of this dissertation tried to expand the area to premises in 
Pokfulam and included a case study of Pokfulam Garden in attempt to 
increase the explanatory power. Furthermore, it was regarded as uni-
dimensional since only the change of real rate of return was suggested as the 
factor affecting the difference in value between leases with various terms.  In 
this research, the price difference was explained under discounted cash flow 
framework, with combination of the value of real option.  The hedonic price 
model which collected data sample in period of 1996 to 1997 also restricted 
its explanatory power on the difference in effect of leasehold and freehold 
interest on property price in various horizon of time.
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The value of Real Option
Capozza and Sick (1991)32 has made doubt on an observation that properties 
in 80-year to 90-year prepaid lease of land in Salish Park Area of Vancouver 
sold for a 20-40percent discount from comparable fee-simple properties in 
the adjacent Dunbar and Kerrisdale areas.  This phenomenon was out of the 
expectation of simple discounted cash flow model, because the difference in 
value between should be less than 1 percent under reasonable assumption.  
And they suggested this phenomenon was possibly attributed to the 
accounting of the value of real option.  Real Option was defined by the 
Capozza and Sick as the option to upgrade or redevelop a property.  So the 
value of real option was simply defined as the value of gaining benefit from 
exercising the right of refurbishment or redevelopment of properties.
Chau et al (2003)33 was partly on the same track with Capozza and Sick on 
the researching of the impact refurbishment project to the property price in 
                                                
32 Capozza, D.R. and Sick,G. A. (1991), “Valuing Long Term Leases: The option to Redevelop”,  The 
Journal of Real Estate Finance and Economics, 4, pp209-223
33 Chau, K.W., Leung, A.Y.T., Wong, S.K. and Yiu, C.Y. (2003), “Estimating the Value Enhancement 
effects of Refurbishment”, Emerald Research 21(1/2), pp13-19
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development in Hong Kong.  And finally found the impact was a positive 
effect to the property price indicating a rise in property price after 
refurbishment.  But, the study of value of redevelopment was missing in 
Chau’s literature.  
However, Capozza and Sick (1991) put the focus of research on the 
modeling of optimal time of exercising the real option rather than valuating 
the real option.  Wong and Norman (1994)34 tried to find out the optional 
time of renovating a mall.  After several of literature on this topic being 
issued, the value of real option was founded out to be subject to conditions.  
in the research of Williams (1997) 35 , it was concluded that under the 
condition with two or more real option, the asset value would be 10%-15% 
higher than that of the asset with one real option modeled by Capozza and 
Sick (1991). 
Although the value of redevelopment has not yet been summarize in one 
formula, the practical calculation has always been founded in text book 
                                                
34 Wong, K.C. and Norman, G (1994), “The optimal Time of renovating a mall”, Journal of Real Estate 
Research, 9(1), pp33-47
35 Williams, J.T. (1997), “Redevelopment of Real Assets”, Real Estate Economics 25(3), 387-407
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material.  Dubben and Sayce (1991)36 showed that redevelopment was a 
method to increase rental income as well as increase the asset price under 
condition that depreciation was also accounted.  
Chau et al (2003) has suggested the presence of other obstructing factor 
occurred in a refurbishment project which beard indirect restricting force to 
the refurbishment project.  The author of this researcher regarded such 
factors as also applicable in both refurbishment project and redevelopment 
project.  The effects of these factors were hardly measurable but can’t be 
ignored.  These factors also possessed effect on the exercising of real option. 
The first factor was indirect costs associated with disruption, loss of tenant 
goodwill and loss of amenity 37 .  The second factor was that the 
refurbishment can only been taken place under a collective decision.  These 
two factors applied to redevelopment too.  In a redevelopment project of 
residential building with co-ownership, it would be feasible under collective 
decision otherwise the cost of resumption of the whole building would be 
higher.  The measure taken to prevent disruption to the existing 
                                                
36 See Dubben, N. and Sayce, S. (1991), “Property Portfolio Management”, Routledge &Kegan Paul, New 
York pp222-223
37 Chau, K.W., Leung, A.Y.T., Wong, S.K. and Yiu, C.Y. (2003), “Estimating the Value Enhancement 
effects of Refurbishment”, Emerald Research 21(1/2), pp13-19
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neighborhood and the innovative construction method employed for spatial 
maximization will be the factor causing total redevelopment cost higher.
The concept of real option actually was very suitable in application in this 
research because it was widely recognized widely as the factors accounting 
to the value difference in long term lease and short term lease which was one 
of the objectives of this research.  But the formula framework of Cappozza 
and Sick (2003) will not be applied in this research.  Other deviation was 
chosen to hypothesize this research.  
Information, Uncertainty, Risk and their association 
with property price
Chan (2002)38 explained the nature of information as “information must be 
crucial, influential, and of value to public.  Non-crucial news is not 
                                                
38 Chan, S.B. (2002), “Empirical Study of the Effect of Publicizing Air Pollution Index on Residential 
Property Price in Hong Kong”, Unpublished B.Sc. Dissertation, The University of Hong Kong
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information.39”  He then added to give characteristics to information that 
“information already known to the public is not news at all40” Small 
(1986)41 suggested if the information was to be market-responsive, it should 
be new, with surprising effect and be sufficiently long-lasting in market 
participants’ perspective.  Example of literature can be reference from 
Kohlhase (1989)42 who studied the impact of information announcement by 
US Envrionemtal Protection Agency concerning the toxic waste site to the 
value of housing at that area.  Chan (2002) studied the impact of 
announcement of air pollution index to the residential property price but 
failed empirically.  
When there was lack of sufficient information to generate a full-view picture 
of the future, uncertainty appeared.  Uncertainty sometime was associated 
with new concept or idea which possessed restricting force of being accepted 
by the market participants.   By the way, if some information about the 
future was released or the new concept was accepted generally, the 
uncertainty will be neutralized or eliminated.  In author’s opinion, 
                                                
39 See Chan (2002) pp 24
40 See Chan (2002) pp 25
41 Small, K. A. (1986), “Effects of the 1979 Gasoline Shortages on Philadelphia Housing Price”.  Journal of 
Urban Economics, 19, pp. 371-381.
42 Kohlhase, J.E. (1989) “The Impact of Toxic Waste Sites on Housing Values”, Journal of Urban 
Economics, 30, pp1-26
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uncertainty suddenly arose was actually a special kind of information to the 
market.  
As a business sense, Isaac (1987)43 pointed out that since most human were 
risk adverse, investor are willing to pay higher rent or price for the absence 
or less uncertainty.  On the other hands, asset with uncertainty were believed 
to be traded at lower price compared.  
Applied in real estate, Asabere (2004)44’s “Security-of-Right Argument” 
gave a conceptual framework of effect of uncertainty on real estate interest.  
The argument  suggested that two estates with other variable being constant, 
that one with right that are observed to be unsecured will be less valuable 
than other estate with firm ownership status.
In Chau (1997)45, he succeed in assessing the impact of political uncertainty 
(1997 repossession of Hong Kong by China)  on the risk premium of Hong 
Kong real estate industry in the period of 1983 to 1994 (post Sino-British 
                                                
43 Issace, R.M. (1987) “The value of Information in Resource Exploration: The Interactopm pf strategic 
Plays and Institutional Rules”, Journal of Environmental Economics and Management, 14, pp 313-322
44 Asabere,P.K. (2004), “The Pricing of the Emergent Leasehold (Possessory) Estate of Ghana”, Real 
Estate Economics, (4) pp 673-694
45 Chau, K.W. (1997), “Political Uncertainty and the Real Estate Risk Premium in Hong Kong”  Journal of 
Real Estate Research, 13(3), pp297-315
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Joint Declaration and pre handover).  The risk premium possessed a 
significant increase after the announcement to the public about the issue of 
revealing of 1997 in 1983.  Although the result was only be significant in 
commercial sub sector but not in residential sector, it brought out an 
important fact that the real estate industry was really sensitive to uncertainty, 
in this case, the uncertainty was political uncertainty.  
Chau’s result was also showing that the risk premium decrease gradually and 
reach the historical bottom since 1983 after a sharp rise to peak in 1983.  It 
showed the time of “absorbing” the uncertainty in their perception.  It
showed us even though the uncertainty still existed; investor can take the 
perception into their perception and diminished the effect of uncertainty.
One of importance of Chau’s research was the creation of linkage between 
uncertainty and the risk premium as well as the property price in other 
research [in Chau, Wong and Yiu (2002)46].  The formula derivation was 
important in hypothesizing this research.  Chau empirically showed the 
change of risk premium by political uncertainty, and by the formula which 
incorporate the risk premium into the discounted cash flow model of 
                                                
46 Chau, K.W., Wong, S.K. and Yiu, C.Y. (2002), “Valuation of Leasehold Properties”, The University of 
Hong Kong & Hong Kong polytechnic University, Hong Kong   
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premises, it was possible to estimate the impact of changes in risk premium 
to the property price.
However, Chau only focused his research on the impact of political 
uncertainty on real estate industry.  Quantitative Analysis of the other 
aspects of impact of uncertainty to the real estate industry seems to be rare.  
But many previous literatures made qualitative analysis of the impact of 
uncertainty.  Example related to lease term can be reference from Asabere
(2004) which explained the difference in value between leasehold and 
freehold interest in term of litigation risk and title uncertainty in the 
Ghanaian land market.  He pointed out that properties or land under the risk 
and uncertainties of ownership were traded at discounted prices, 
reversionary leasehold interest without any clarification in arrangement after 
expiration or with a long history of litigation was regarded as two 
possibilities.  Elimination of the risk and uncertainty possessed the effect of 
restoring the transaction price from discounted level to normal level which 
increased the transaction price in other words.
44
Hedonic Price Theory
Hedonic Price model is used to analyze the impact of harbor view on 
residential property price in this study.  It was a pricing model developed 
from the work of Rosen (1974) 47  and Freeman (1979) 48  and has been 
extensively used to examine any impact of attributes to the property price.  
The core of the model was to propose property as a heterogeneous 
commodity, comprising a bundle of attributes.  Little (1976)49 proposed
housing is a multi-dimensional commodity.  The combination of these 
attributes is to provide a “building service” and the price of the service is the 
property transaction price.  Although there were many attributes in theory 
affecting the property price, Butler (1982)50 argued that only the several 
most costly attributes need to be taken into consideration in the model.  The
housing attributes were usually classified into 3 kinds – locational (L), 
                                                
47 Rosen, S. (1974), “Hedonic Prices and Implicit Market: Product Differentiation in Pure Competition”, 
Journal of Political Economics, 82 pp. 34-55
48 Freeman, R. B. (1979). “The Effect of Demographic Factors on Age-Earnings Profiles”, The Journal of 
Human Resources, pp.289-318
49 Little, J. T. (1976), “Residential Preferences, Neighborhood Filtering and Neighborhood Change”, 
Journal of Urban Economics, 3 pp. 66-81
50 Bulter R.V. (1982) “The specification of Hedonic Indices for Urban Housing”. Lands Economics 58 
pp96-108. University of Wisconsin. 
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structural (S) and neighbor (N) attributes.  And the market price (P) of a 
property can be expressed as:
P = f (L, S, N)
It was assumed there was an equilibrium of demand and supply for the 
housing attributes, the partial derivative of the above hedonic function with 
respect to any attributes is the marginal change in the valuation of the
property, ceteris paribus (Rosen 1974).  Through the empirical test by 
regression approach, the regression coefficient can measure the implicit 
price of each housing attribute and the implicit prices that were revealed 
indicate the buyers valuation of theses attributes.
The hedonic price model has been extensively used to examine the impact of 
these three main housing attributes.
For the Locational attributes, which means the location factor, Brown and 
Pollakowski (1977)51 looked at the value of living near a lake in Seattle,
                                                
51  Brown, G.M. Jr. and Pollakowski, H.O. (1977), "Economic Valuation of Shoreline," Review of 
Economics and Statistics, 59, pp272-278.
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Washington., Alonso (1964)52 also found the traveling distance to CBD as a 
factor affecting housing price.  Structural attributes such as storey level and 
size was studied by Tse and Ganesan (1996)53 and Mok, Chan and Cho 
(1995)54 respectively.  For the neighborhood attributes, which means the 
quality of the neighborhood, namely quality of the nearby environment, 
Leggett and Bockstael (2000)55 showed the significant effect of water quality 
on property value in Chesapeake Bay, Washington DC, Chan (2002) 56
studies the effect of publicizing Air pollution Index on residential property 
price in Hong Kong.
Length of lease term and certainty of land lease matter as Housing Attributes
The above literature did not mentioned the length of lease term and certainty 
of land lease matter as housing attributes, and these two factors are not 
                                                
52  Alonso, W. (1964), “Location and Land Use”, Unpublished M.Phil, Harvard University Press, 
Cambridge.
53Tse, and Ganesan, S. (1996), “Estimating the Influence of Transport on House Prices: Evidence from 
Hong Kong” Journal of Property Valuation & Investment, 15:1, 40–7.
54 Mok H.M.K., Chan P.P.K., Cho Yiu-Sun (1996) “A hedonic Price Model for Private Property in Hong 
Kong, Journal of Real Estate Finance and Economics 10 pp37-48. Kluwer Academic Publishers.
55 Legget, C, G and Bocksatel N.E. (2000), “ Evidence of the Effects of Water Quality on Residential Land 
Prices”, Journal of Environmental Economics and Management, 39 pp. 121-144
56 Chan, S.B. (2002), “Empirical Study of the Effect of Publicizing Air Pollution Index on Residential 
Property Price in Hong Kong”, Unpublished B.Sc. Dissertation, The University of Hong Kong
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belonging to either on of these three categories of housing attributes.  
However, the researcher of this dissertation regard those tow factors as 
housing attributes because of their close linkage with the property price.  
Those two factors were associated with the ownerships of properties; the 
ownership issue is a superior factor over all other housing attributes as it is 
the direct factor affecting the property price.  So the length of lease term and 
the certainty of land lease matter are regarded as housing attributes in this 
research.  Though the Hedonic price theoryn the marginal price of lease term 
implicit in property price can be reflected in regression model.  And the aim 
of this research can be achieved as one of the aims of this research is to find 
out the importance of lease term to the property price.
The hedonic price theory possessed high explanatory power in valuating 
implicit price of housing attributes.  So the hedonics price theory was 
utilized to empirical analyze the significance of length of lease term and 
certainty of land lease matter to the residential property price.  The theories 
from previous literatures which were employed in this research to 
hypothesize the argument were discussed in the following.
48
Importance of Study 
Introduction 
After page by page of literature review, the linkage of them to this research 
will be discussed in this part of literature review.  The research gap is 
discussed at first to investigate the space for researching in this study.  Then 
the development of the topic which aims to find out the reasons of 
generating the topics from the above literature is described to the readers.  
Research Gap 
There are thousands of literature related to the study of characteristics, usage 
and application of leasehold system.  Lai (1998) regarded land lease as a tool 
achieving town planning function.  Hong (1998) suggested government 
capture “surplus land value” through 4 ways from leasehold system.  Hong 
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and Lam (1998) pointed out that land leasing was the most powerful tool 
used to intervene land and housing markets.  Archer (1972) even studied the 
benefit of application of leasehold system in Canberra.  All in all, most of 
them focused effect of leasehold system in the term period of lease.  But 
researcher seldom studied the effect of leasehold system at the time that the 
term was going to expire.   
The journal of Chau, Wong and Yiu (2002)57 , was previous studies of 
valuation of leasehold and freehold interest which was rarely found in Hong 
Kong.  That research was partly on the same track of this dissertation, 
however, Chau, Wong and Yiu’s research possessed certain imperfection.  
Firstly, the empirical analysis was restricted to Conduit Road in Hong Kong 
Island, the explanatory power was limited.  Secondly, the authors only 
explained the empirical result solely in term of fluctuation of interest rate but 
omitted a comprehensive explanation. Thirdly, in that literature, there was 
no case study to investigate the variation of residential property price in 
certain period prior to the expiration of land lease term because there was 
                                                
57 Chau, K.W., Wong, S.K. and Yiu, C.Y. (2002), “Valuation of Leasehold Properties”, The University of 
Hong Kong & Hong Kong polytechnic University, Hong Kong   
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rare example of land lease expiration in Hong Kong in period after 1 July 
199758. 
A comprehensive empirical analysis was given by Asabere (2004)59 which 
studied the difference in value between leasehold interest and freehold 
interest in Ghana.  It coved large area which was highly conclusive.  
However, such literature was a study of Ghana in Africa which possessed 
total difference in land tenure system with Hong Kong60.  No matter what, 
such study suggested possible explanation to the difference in value of 
difference kind of interest.  
The above two literature was only focusing on the difference in value 
between freehold and leasehold interest in a cash-flow discounted model.  
While Capozza and Sick (1991) 61  tried to challenge the model by 
                                                
58 Only the lease expiration case appeared after 1 July 1997 would be considered because the new 
arrangement for land re-granting started to be adopted after 1 July 1997.  The arrangement was empowered 
by 6 articles in Basic Law (6,7,120-123) which stated that 3% of ratable value payable instead of land 
premium to be the consideration of land re-granting.  
59 Asabere,P.K. (2004), “The Pricing of the Emergent Leasehold (Possessory) Estate of Ghana”, Real 
Estate Economics, (4) pp 673-694
60 In Ghana, “chiefs” has dominated the local land tenure system; the land they held was called stool land.  
Stool land was regarded as the third kind of land ownership in Ghana other than individual and government 
ownerships.  This point was found totally difference from the land tenure system in Hong Kong.  In 1992, 
Act 267(5) has passed to prohibited the sale of freehold estate for stool lands, this is the second difference 
since the private property right may be infringed by such act in Ghana but it will not happen in Hong Kong.  
61 Capozza D.R. and Sick G. A. 1991. Valuing Long Term Leases: The option to Redevelop.  The Journal 
of Real Estate Finance and Economics 4 pp209-223
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incorporation of the concept of real option which included the value of
exercising the right refurbishment or redevelopment of the property in the 
future.  Capozza and Sick put their focus on modeling the optimal time of 
exercising the real option.  The impact on the value of property price by 
maintenance can be supplementary referenced from Chau et al (2003)62, 
Wong and Norman (1994)63 which put more concern on the value impact.  
The practical calculation was given in the text book written by Dubben and 
Sayce published in 1991 64 .  But the study on the combined effect of 
maintenance and redevelopment were so complicated since there were lots 
of variable which can’t be kept constant, for example the change of 
depreciation rate after each time of redevelopment, the improvement in 
redevelopment or maintenance technology.  So there was rare literature to 
discuss the combined effect of maintenance and redevelopment.
The political uncertainty was studied by Chau (1997) which gave an 
empirical analysis of change of risk premium by the effect of political 
                                                                                                                                                
62 Chau, K.W., Leung, A.Y.T., Wong, S.K. and Yiu, C.Y. (2003), “Estimating the Value Enhancement 
effects of Refurbishment”, Emerald Research 21(1/2), pp13-19
63 Wong, K.C. and Norman, G (1994), “The optimal Time of renovating a mall”, Journal of Real Estate 
Research, 9(1), pp33-47
64 See Property Portfolio Management pp 222-223
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uncertainty for all the sub-sectors in real estate industry comprehensively.  
But, the imperfection was its limitation on study of the effect of political 
uncertainty on property price.  The study of uncertainty caused from other 
sources on the property price was missed in this literature.
Development of the topic
This dissertation aims to fill up the research gap stated above.  Concerning 
hypothesis 165 in this study, it is designed as a study of the impact of the 
length of land lease term to the property price through a discounted cash-
flow model with accounting of the value of real option inside.  The value of 
the real option is incorporated in the derivation of the hypothesis and a case-
                                                
65 The content of hypothesis 1 was 
The value of residential properties with longer land lease term is higher 
than those with shorter land lease term.
Further discussion of the hypothesis were found in Chapter 3 in this dissertation
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based calculation was made.  The studied geographical area should be larger 
in coverage compared to previous study; one area with mixing of leasehold 
and virtual freehold interest is chosen for empirical analysis.  A case of 
Pokfulam Garden which was going to expire its lease term was included to 
increase the explanatory power of this research.
Concerning hypothesis 266, it is established to study examine the effect of 
leasehold to the property price in period approaching lease expiration.  Such 
effect is believed to be highly correlated to the presence of land lease 
renewal uncertainty.   A case of Pokfulam Garden was chosen to empirically
analyze the hypothesis 2.
This dissertation consists of 2 hypotheses. The whole study is characterized 
in the close linkage between hypothesis 1 and hypothesis 2.  If hypothesis 2 
is supported by empirical result, hypothesis 2 supported hypothesis 1 
conditionally.  It show the discount in property price due to the approaching 
                                                
66 The content of hypothesis 2 was 
For residential property with land lease which are going to expire, 
the residential property prices of premises will depress at a short 
period of time prior to the expiration of land lease.  The depression 
exists until the lease was renewed or announced to be renewed in 
the future.
Further Discussion was found in Chapter 3 in this dissertation
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of land lease expiration is possibly accounted for the price differentiation 
between properties with longer and short lease term. 
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Chapter 4
Hypotheses
Introduction 
Hypothesis is the core of this dissertation.  In this chapter, the hypothesis is 
cleared defined and explained.  This chapter presents TWO hypotheses 
which will be tested by Three empirical models.  The derivations of the 
hypotheses were presented as follows:
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First Hypothesis 
The derivation begins from the model set in Chau, Wong and Yiu (2002)67.
Assumed there are two residential property units enjoying same quality of 
view, age, floor level and other housing attributes except the land lease term 
of land where they were built on.  One of them is a leasehold interest with 
short lease term (say smaller than 100 years); another one is a leasehold 
interest with very long lease term (say more than 100 yeas) which is
virtually a freehold interest.  The value difference can be deprived as follows:
Using non-growth model68,69
  T trT dtaeV R0
(1)
Then, after simplifying, it becomes
                                                
67 Chau, K.W., Wong, S.K. and Yiu, C.Y. (2002), “Valuation of Leasehold Properties”, The university of 
Hong Kong $ Hong Kong Polytechnic University, Hong Kong   
68 See Geltner and Miller 2001, p 162-164
69 Chau, K.W., Wong, S.K. and Yiu, C.Y. (2002), “Valuation of Leasehold Properties”, The university of 
Hong Kong $ Hong Kong Polytechnic University, Hong Kong   
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)1(1 TrRT
RearV  
(2)
Where a is the initial net real rental income per annum of the property and rR
is the rental yield.  When the property is a leasehold interest with short term, 
T should be a countable figure.  For a freehold interest or virtually freehold 
interest, the T should be a very large number or infinite, the present value 
should be: 
   0 dtaeV trR
(3)
1 RarV
        (4)
And the value difference between a leasehold interest and a virtually or real 
freehold interest is:
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RearVV   1
        (5)
The percentage of difference between leasehold and a virtually or real 
freehold interest will be:
1
1
1 
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        (6)
And finally Chau, Wong and Yiu (2002)70 concluded that the proportion 
difference in value between a freehold interest and a leasehold interest varies 
with (i) the length of lease term of the leasehold interest (ii) the real rate of 
return.  
Since Real Rate of Return rR = Market Yield – Inflation rate 
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Chau, K.W., Wong, S.K. and Yiu, C.Y. (2002), “Valuation of Leasehold Properties”, The university of 
Hong Kong $ Hong Kong Polytechnic University, Hong Kong   
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So the changes in market yield and inflation rate are the factors accounting 
to the change in difference in value between a freehold interest and a 
leasehold interest.
However, the value of redevelopment was omitted in Chau, Wong and Yiu 
(2002)71’s research.  If we assumed that the virtual freehold property will 
start to redevelop for one time only at time T which is the same time when 
leasehold property expired its lease term and the redevelopment project will 
be finished at T+3, the new value of the virtual freehold interest V∞r will be: 
   3 31 )1/(T TtrRr iCdtNearV R
      (7)
                                                
71
Chau, K.W., Wong, S.K. and Yiu, C.Y. (2002), “Valuation of Leasehold Properties”, The university of 
Hong Kong $ Hong Kong Polytechnic University, Hong Kong   
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Where N is the additional net rental income per annum, C is the summation 
of all cost except land price spent on redevelopment project and i is the 
interest rate which is assumed to be constant. 
Assume T is small compared to infinitely, 
311 )1/(   TRRr iCNrarV
(8)
31 )1/(   TRr iCNrVV
            (9)
If N and C are both function of Gross Construction Area G
N = G n’
C = G c’
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Where n’ is the additional net rental income per unit area and c’ is the 
construction cost per unit area.
The difference in value then becomes
])1/([ 311   TTTrRTr icrnGearVV T
  (10)
And the f (G) is regarded as the additional gain in value generated from 
redevelopment project.  Whether the value gain from re-development is 
negative or positive is then determined by the following function. 
 31 )1/(   TR icrnG
    
(11)
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If   31 )1/(   TR icrnG  > 0, there is positive gain in value from 
redevelopment
If   31 )1/(   TR icrnG  < 0, there is negative gain in value from 
redevelopment
If it is assumed a scenario that this redevelopment project takes place today, 
the premise is a class c graded residential property located in Conduit Road 
in Hong Kong Island and will be completed after 3 years.  The following 
figures are inserted in the formula (11)
 Interest rate i as +8%72
 Construction cost per unit area for high rise residential c’ as 
$10600/m2 73
 Additional net rental income per annum n’ as $571.2/m2 74
                                                
72 Interest Rate was found as 8% from 
http://www.hsbc.com.hk/hk/chinese/commercial/finance/capital/default.htm
73 Such cost data was arguable.  Due to the insufficient supply of formal reference about the construction 
cost of redevelopment project, such figure was assumed to be the same as construction cost of new works 
of high rise luxurious building.  The cost figure was referenced from cost data of Levett & Bailey with 
webpage http://www.levettandbailey.com/cost-hk.html
74 This figure was under assumption that the net rental income increase by 20% after redevelopment.  20%   
was believed as reasonable enough since the developer usually achieve 20% profit from development 
project.  And this figure was calculated from formula 
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 Property Market Yield for class c residential as 3.9%75
 The Real Rate of Return is calculated as 1.3%76
And it comes out as 
571.2/0.013 – 10600/ 1.083 = 35523 which is > 0
 31 )1/(   TR icrnG   > 0 in this case, there was a positive gain in this 
redevelopment project77.
Apart from the above derivations, the “Bundle-of-Right Argument” 
suggested by Asabere (2004)78  pointed out that the For Bundle-of-Right 
                                                                                                                                                
original rental income per unit area per month x 12 months x 20%
While the figure of original rental income per unit per month was extracted from Property Market 
Statistic (up to January 2006 version) published by Rating & Valuation Department of HKSAR 
Government.  The data was taken from the table of “Private Domestic – Average Rents by Class”.  The 
premise was assumed to be a class c residential property in Hong Kong Island.  Further detail can be 
referenced from webpage http://www.rvd.gov.hk/en/doc/statistics/rvd1_1.pdf
75 Property market yield was extracted from Property Market Statistics published by Rating & Valuation 
Department of HKSAR Government.  The figure of January 2006 was taken.  Further detail can be 
referenced from webpage http://www.rvd.gov.hk/tc/doc/statistics/rvd1_2.pdf
76 Calculated by formula 
Real Rate of Return = Market Yield – Inflation Rate 
77 It may be argued that it was a case-based calculation which the outcome was depends on the input figure 
and it was possible for  31 )1/(   TR icrnG  to be smaller than zero which possessed a negative impact on 
the property price.  However, under modern business world, it was believed that the redevelopment will 
only be carried out if the project was a profitable one regarded by the developers after complicated 
valuation and planning.
78 Asabere,P.K. (2004), “The Pricing of the Emergent Leasehold (Possessory) Estate of Ghana”, Real 
Estate Economics, (4) pp 673-694
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Argument, it stated freehold interest should be at higher value than leasehold 
interest due to the superior right inherent in the freehold interest compared to 
leasehold interest.  This argument directly pinned out the difference of value 
between the freehold (or virtual freehold) and leasehold interest.  The 
freehold (or virtual freehold) interest should be at higher value than the 
leasehold interest provided other factors remained the same.  The Asabere’s 
argument has strengthen out hypothesis 1.
Form the above derivations, it was suggested that 
1. From Chau’s derivation, there is difference in value between a 
leasehold interest and freehold interest, the difference is a function of 
(i) the lease term of the leasehold interest (ii) inflation rate (iii) the 
market yield.  From the same deviation, the value of freehold interest 
is always higher than leasehold interest provided other characteristics 
being the same.
2. From formula beyond Chau’s deviation where redevelopment
potential is accounted, a case-based calculation succeed in showing 
the value gain from redevelopment in a freehold property is positive 
65
which results in a larger difference in value between a freehold 
interest and leasehold interest.   
3. From Bundle-of-Right Argument” suggested by Asabere (2004)79, the 
residential property price with freehold or longer term lease should be 
higher than that of leasehold with shorter term.
So from the above two points, the first hypothesis is then conducted here 
that 
The value of residential properties with longer 
land lease term is higher than those with shorter 
land lease term.
-------- HY 1
                                                
79 Asabere,P.K. (2004), “The Pricing of the Emergent Leasehold (Possessory) Estate of Ghana”, Real 
Estate Economics, (4) pp 673-694
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Second hypothesis 
The core of hypothesis 2 is the uncertainty of land lease renewal caused in 
time shortly before expiration of land lease term.  It is believed as several 
future-unknown questions concerned by properties owners or other 
stakeholder about the land lease renewal of those properties.  The effect of 
uncertainty is either diminished by allowing time for people to take it into 
perception or through announcement of related information to eliminate the 
uncertainty.
Asabere (2004)’s Security-of-Right Argument has provided the hypothesis a 
conceptual background.  The argument stated that two properties with other 
variable being constant, that one with right that are observed to be unsecured 
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will be less valuable than other property with firm ownership status.  It can 
be deduced that property under the uncertainty of land lease renewal which 
means the ownership in period after lease expiration was unsecured, the 
property price should be lower when compared to the same property without 
the uncertainty of land lease renewal.  The above situation can be observable 
that the price of property with land lease which is going to expire depressed 
before announcement of land lease renewal (under land lease renewal 
uncertainty) followed by increasing in price after the announcement of land 
lease renewal. 
For a quantitative analysis, the derivation of hypothesis 2 originated from 
the concept of Chau’s research of political uncertainty.   In Chau (1997)80, 
he mentioned that the political uncertainty was a factor causing risk 
premium to be higher.  The political uncertainty he studied was the issue on 
the future of Hong Kong after handover, such issue was a controversial topic 
in time beyond 1983 (period around Sino-British Joint Declaration).  It was 
believed that political uncertainty he studied in this case was a bundle of 
uncertainty implied inside which included economic uncertainty, land lease 
renewal uncertainty, social uncertainty, and legal and governing uncertainty.  
                                                
80 Chau, K.W. (1997), “Political Uncertainty and the Real Estate Risk Premium in Hong Kong”  Journal of 
Real Estate Research, 13(3), pp297-315
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And the author of this research believe that the land lease renewal
uncertainty mattered the most since that uncertainty directly affects the 
livelihood of the citizens.  So it is proposed in this research that the impact 
of political uncertainty is similar in nature to the impact of land lease matter 
uncertainty caused by nearly lease term expiration.
If the above suggestion is right, once the uncertainty of land lease matter of 
certain premise appeared, according to observation in Chau (1997), the risk 
premium of that premise in this case started to rise sharply followed by a 
gradual descending.  By derivation in Chau (1997) and Chau, Wong and Yiu 
(2002)81, 
)1( g
grr
r PFR 

(12)
                                                
81 Chau K.W. 1997. Political Uncertainty and the Real Estate Risk Premiun in Hong Kong.  Journal of Real 
Estate Research. 13(3) pp297-315
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Where rF is the nominal risk-free interest rate, rp is the real estate investment 
risk premium and g is the expected long term rental growth.  Provided other 
factors remain unchanged, the trend of change of real rate of return of 
properties under land lease renewal uncertainty should be at the same pattern 
as that under political uncertainty studied in Chau (1997)82.  The real rate of 
return should be increasing with the risk premium and then experience a 
gradual drop.  Assumed the duration is short compared to the case of 
political uncertainty in Chau’s research, the gradual drop is regarded as 
insignificant.  The risk premium then increases suddenly and remains in high 
level.  
Assumed such condition happened in 2 years before expiration of lease term 
of the premise, in this duration, every things include the rental income 
remains unchanged except the risk premium increase to a higher level as rp’, 
the increased real rate of return is rR.  
)1( g
grr
r PFR 

                                                
82 Chau, K.W. (1997), “Political Uncertainty and the Real Estate Risk Premium in Hong Kong”  Journal of 
Real Estate Research, 13(3), pp297-315
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(13)
Since PP rr  , then RR rr 
By formula stated in Chau, Wong and Yiu (2002) about the present value of 
a leasehold interest83,  
  T trT dtaeV R0
The present value of that premise under uncertainty is
 
   T
T
trT tr
T dtaedtaeV
RR
2
2
0
                                                
83 See Geltner and Miller 2001, p162-164
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(14)
And the present of the premise without uncertainty but shares the same other 
characteristics is
  T trT dtaeV R0
The difference in present value between properties with and without land 
lease matter uncertainty is VT’ – VT.  Since VT’ – VT is always negative, it 
can be deduced that the present value of premise with uncertainty of land 
lease matter is lower than premise without uncertainty or uncertainty being 
eliminated provided all other variables being constant.  
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However, this deduction is meaningless when applied in reality because it 
assumes the owners of the premises are well-informed of the presence of 
uncertainty at the lease starting date.  In this case, if the uncertainty of land 
lease renewal is inside owners’ perception as early as the lease starting, it 
allows the whole lease term period to diminish the effect of the uncertainty, 
the effect of uncertainty would be insignificant at period near to expiration 
of land lease.  So the above deduction needs to be nullified.
If it assumes that the owners are informed of the uncertainty at the time of 
uncertainty appear to the public or a shot period before the uncertainty 
appear (say time= T-2), the present value of the premise at that time (T-2) 
under uncertainty will be 
 

 
T
T
tr
T dtaeV
R
22
(15)
The present value of premise at time (T-2) without uncertainty will be 
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   
T
T
tr
T dtaeV
R
22
(16)
The difference in present value of these two premises will be (VT-2’– VT-2) 
which is also smaller than zero.  It means that in time of presence of 
uncertainty, the present value in time of presence of uncertainty of the 
premises with uncertainty is lower the than that without uncertainty.  It 
shows the effect of uncertainty being negative to the property price.  As the 
timing of presence of the land lease matter uncertainty is usually in period 
shortly prior to the expiration of land lease term, it can be deduced as 
hypothesis 2 that 
For residential property with land lease which 
are going to expire, the residential property 
prices of premises will depress at a short period 
of time prior to the expiration of land lease.  The 
depression exists until the lease was renewed or 
announced to be renewed in the future.
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-------- HY 2
Conclusion 
There are total 2 hypotheses derived in this chapter.  For hypothesis 1, it 
states that 
The value of residential properties with longer 
land lease term is higher than those with shorter 
land lease term.
-------- HY 1
For hypothesis 2, it states that 
For residential property with land lease which 
are going to expire, the residential property 
prices of premises will depress at a short period 
of time prior to the expiration of land lease.  The
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depression exists until the lease was renewed or 
announced to be renewed in the future.
-------- HY 2
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Chapter 5
Methodology
Regression Analysis
As mentioned in part of literature review, hedonic price theory is applied in 
this research.  Such theory implied that the property price of a premise is a 
summation of the value of various housing attributes which the premise is
possessing.  By the hedonic theory, a research technique named as Multi 
Linear Regression Analysis is employed in this research to analyze the 
chosen sample into a set of empirical result.  
Eastman (1984) gave a good reference to explaining the statistical model.  
Deeper understanding can be referenced from his works.
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Tools for regression analysis 
Two computer software are used in aiding the works of regression instead of 
manual calculation.
Microsoft Excel is used to handle and formulate huge amount of property 
transaction data.  Furthermore, Eview is employed for the regression 
analysis.  The reliability of these two software was believed as acceptable 
due to their developers with high reputation. 
Data Source
There were mainly 5 sources of data, they were
1. Economic Property Research Center (EPRC)
2. Land Search
3. 1:1000 map
4. Site Visit 
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5. Informal interviewing 
All the residential transaction data inside this research is extracted from an 
online database system called Economic Property Research Center (EPRC).  
This is a resourceful database which is large enough containing transaction 
data in period as early as 1991 to present.  In this research, all the transaction 
data fall into the targeted research geographical area in period from 1 
January 1991 to 31 December 2005 is extracted for regression use. 
In each transaction record, the transaction price, transaction date, the address, 
gross floor area, floor level, occupation permit issuing date and above all, 
the lease term of that land (if available).  Certain transaction record will not 
be regressed successfully and become wasted if either one of the above 
information missed.  More seriously, not all the lease term of properties are 
available, under such circumstance, land searching of current land register in 
land registry would be possible for the researcher to obtain the lease term of 
the property. 
The view and the nearest distance to public transportation node were not 
mentioned in the ERPC and land searching.  These data were alternatively 
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achieved from the 1:1000 maps followed by site visit.  The transportation 
distance was objectively measured on the map using ruler.  For the view, 
either the seaview or mountain view were subject to researcher’s discretion 
of whether the unit enjoy full or obstructed view.  After obtaining data from 
the map, usually a site visit of the researching area was conducted to make 
the data more convincing.  
Informal interviews are employed two times in this research.  Two 
individual interviews are conducted with officers of Kai Shing Management 
Service Ltd and Lands Department.  Actually it is the most convenient 
method to obtain some information which was not going to be publicized 
such as the announcement date of land re-granting by Lands Department. 
The interview should be informal enough giving interviewee the sense of 
chatting so that they were willing to disclose any information.  Otherwise, 
the interviewer will be demanded to apply formally for the interviewing 
chance.  
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Reliability of data
EPRC
In spite of private operation, EPRC is a database built from information 
supplied by Land Registry.  It is virtually an official database system 
provided there was no any system fault from the operator.  In addition, the 
system is being updated daily therefore there was no time lag occurred and 
the data were precise.
Land Searching 
Land searching of the land register is a system supported by the Land 
Registry which is a government department.  The land registry system 
possess legal effect and it always be taken as reference by court case.   So 
the information provided inside is extremely reliable.
81
1:1000 Maps
1:1000 maps are provided by www.centamap.com which created the map 
based on the official map provide by Lands Department.   Lands Department 
periodically revised the official map of the all territories inside Hong Kong.  
Although Centamap.com has relieved their liabilities, the maps they 
provided are reasonably believed as reliable. 
Site Visit 
Site visits were conducted by the researcher himself.  However, there was 
limitation to the site visit since unauthorized entry to the buildings was 
always not allowed.  In these case, the view of each residential unit were 
investigated from the ground level, so it was concluded that the investigation 
was not totally accurate but there was no large departure from the fact.
Informal Interview
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The reliability of this method is comparatively low.  Repeat interviews from 
different sources are necessary to justify the provided information.  
Selection of Targeted Properties
There are two main targeted research geographical area, they are namely 
Conduit Road Area, and Pokfulam garden and Chi Fu Fa Yuen Area.  
The reason for choosing these two areas is such areas are a mixture of land 
with both long term land lease and short term land lease or even nearly 
expired land lease.  It is an advantage to control all other factors except 
length of land lease in the same area.  
Conduit Road Area
Conduit Road is located in western mid-level in Hong Kong Island (see 
Appendix IV).  It is an area with luxurious development because of its 
advantageous location and view.  It is closed to CBD as it takes people 15 
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minutes of road traffic to reach there.  It is at the mid-level and most of the 
developments (provided high enough) enjoy seaview that is free of 
obstruction by developments at the front.  Other than seaview, the conduit 
road actually is adjacent to the hillside; the developments there are enjoying 
a guaranteed mountain view with green, refreshing environment. 
Since part of land in Conduit Road is granted before 1861 and other part is 
granted after 1898, the Conduit Road became an area of mixture of 999-year 
land lease, 75-year land lease (with renewal right of 75 years) and 50-year 
land lease.  Conduit Road is an interesting area to demonstrate the value of 
length of lease term.
In this study, there are total 3729 transaction data for residential units in 
Conduit Road Area in the period from 1 January 1991 to 30 December 2005.  
This figure consists of total 20 developments at that area, these 21 
developments are distributed closed to each other geographically possessing 
similar neighborhood and location variables (see Appendix V).  The detail 
information of the properties in this area is summarized as the follows:
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Table 1 Residential Properties under research in Conduit Road Area
No. In 
Conduit 
Road
Building 
Name
Tenure 
Expires Year
No. of Units.
Total No. of 
transaction*
Property with non-999-year land lease
3-7
Botanic 
Terrace(A 
and B)
2049 83 15
9
Olympian 
Mansion
2049 42 36
11
Elegant 
Garden
2049 78 210
17-25
Cliffview 
Mansions
2049 86 116
29
Conway 
Mansion
2111 120 174
31 Arts Mansion 2050 143 205
33-35 Scenecliff 2050 235 408
Subtotal: 1164
Property with 999-year land lease
2-4 Yokon Court 2860 54 75
8
Tycoon 
Court
2860 186 259
85
12
Mountain 
View Court
2860 24 12
14
Emerald 
Court
2860 26 6
22 Vantage Park 2860 336 379
24
Cimbria 
Court
2860 35
30
Flourish 
Court
2860 117 191
36
Elegant 
Terrance
2860 19 213
41
Realty 
Garden
2061 400 340
42
Winsome 
Park
2860 120 111
46-54 Valiant Park 2860 288 332
56
Blessing 
Garden 
Phrase 1 & 2
2860 174 398
62G
Imperial 
Court
2865 196 264
Subtotal: 2564
Total No. of Transactions: 3728
* Remark: Transaction in period from 1 January 1991 to 31 December 2005
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Pokfulam garden and Chi Fu Fa Yuen Area
Chi Fu Fa Yuen and Pokfulam Gardens are older private estates in Pokfulam 
which are in southern part of Hong Kong Island (see Appendix VI).  Both 
these two development are at the hillside with seacoast at the frontward.  In 
spite of the long distance from CBD, there are several bus lines linked to 
CBD and other part of Hong Kong Island.  Since the developments at that 
area are lower in density and in terrace form, most of the developments 
enjoy unobstructed seaview. 
There are total 6 blocks and 20 blocks of building in Pokfulam garden and 
Chi Fu Fa Yuen respectively.  The land lease of land where Pokfulam 
garden built on will expire on November 2006.  And the Chi Fu Fa yuen’s 
land lease will expire on 2126.  These two developments are characterized in 
being large scale in size, adjacent to each other in location (see Appendix 
VII) and enjoying same orientation and view but different in lease term.  
Provided that they enjoy similar neighborhood and location variables, it 
makes the comparison in length of lease term more objective and convincing.  
The Pokfulam Garden even is a good case study of explaining property price 
of property when approaching lease term expiration.  
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There are total 5782 transaction data in the period from 1 January 1991 to 31 
December 2005.  The information of these two developments is summarized 
as following:
Table 2 Residential Properties under research in Pokfulam garden and 
Chi Fu Fa Yuen Area 
Location
Building 
Name
Tenure 
Expires 
Year
No. of 
Blocks
No. of 
Units.
Total No. 
of 
transaction*
Property with shorter land lease
180 
Pokfulam 
Road
Pokfulam 
Garden 
2006 6 1120 1275
Property with longer land lease
Chi Fu 
Road
Chi Fu Fa 
Yuen 
2126 20 4256 4498
Total No. of Transactions: 5773
* Remark: Transaction in period from 1 January 1991 to 31 December 2005
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Model Specification 
There are total 3 regression models set up in this research and the following 
discussion concerned the specification of these 3 models.  
Dependent Variable – In (Price)
The figures of “Price” are the transaction prices (consideration) of each 
transaction.  All these figure are supplied by a database system called EPRC, 
all the data inside are based on Land Registry and are sufficiently reliable.  
The figures are measured in HK dollars.  Natural logarithm will be applied 
to the price figure in order to eliminate possible heteroscedasticity.  It also 
aims to avoid distortion of t-value.  The price figure will not undergo any 
deflation by any price indices; instead, the time-induced fluctuation in 
nominal price will be absorbed into various time variables.  
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Independent Variables
Age
The Age is the difference between the issuance of Occupation Permit by 
Building Department and the transaction date.  It is measured by years with 
figure corrected to 1 decimal place.  The date of Occupation Permit and 
transaction of properties are taken reference to the EPRC
Age is widely considered as a main factor affecting properties prices as age 
is associated with depreciation and obsolescence.  Aged building demand 
higher maintenance and repair cost and larger liability, so age should possess 
negative effect on properties price.
Floor
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Provided all the buildings inside our studies are equipped with lift service, 
the floor level will be one of the factors determining view, security, sunlight 
level, air quality and even noise level.  
In a same building with same unit, units at upper floor will enjoy view with 
lower possibility to be obstructed; the security level will be higher as the 
ease of breaking in a higher floor unit through external wall will be lower.   
A higher level of floor also posses less obstacle to sunlight, besides, due to 
longer distance from the street level, the air quality should be higher and the 
noise level should be lower.   To combined the above benefits, these 
constitute a rational for higher value for higher floor level, the coefficient for 
floor should be positive.
Size 
Gross Floor Area (GFA) is regarded as price for each additional floor space 
of properties expected by the market.  The figures of size are GFA instead of 
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saleable area since the figure of GFA were usually available.  GFA is 
calculated including usable floor space and common area shared with other 
units.  GFA is chosen instead of NFA (Net Floor Area).
It is noted that the coefficient of size is not always significant [Yu (1998)84].  
For luxurious class properties, the size coefficient is sometime insignificant 
or weak in explaining power, since the spacing is not a concern in 
purchasing luxurious properties.  For middle class properties, spacing is a 
main concern to middle class consumer as the demand of living area is high; 
in this case, the size coefficient is expected to be positive.
Seaview85
There is a seaview dummy variable in each model.  The dummy appear to be 
one if the property unit enjoys full, unobstructed seaview.  Scene with half, 
or obstructed seaview will be regarded as zero in this seaview dummy.   
However, since this research is not a specific study of seaview, in order to 
                                                
84 Yu, C.K.E. (1998), “An Empirical Study of Factors Affecting Retail Space Prices in Hong Kong”, 
Unpublished B.Sc Dissertation, The University of Hong Kong. Hong Kong
85 A table listing the units identified as having seaviews in Conduit Road Area and Pokfulam Garden & Chi 
Fu Fa Yuen Area are given in Appendix VIII &IX respectively
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avoid further complication happened, the quality of seaview will not be 
subdivided furthermore.  
The sewview dummy will be applied in all the selected samples since all of 
selected resident developments are geographically not far away from the 
seafront.  Previous literature showed seaview as a factor adding value to the 
properties price, by this mean, the coefficient of the seaview dummy should 
be positive.   
Mountain View86
There is another dummy variable representing mountain view, it will appear 
to be one under condition that the property enjoy mountain view 
disregarding the presence of squatters at the hillside.  In Hong Kong, 
properties enjoying mountain view always enjoy high air quality and a 
permanent view without risk of deteriorating.  Benson87 et.al (1998) showed 
such guaranteed right of view will add value to the property prices.   So it is 
expected that the mountain view dummy variable should be positive in 
                                                
86 A table listing the units identified as having mountain view in Conduit Road Area and Pokfulam Garden 
& Chi Fu Fa Yuen Area are given in Appendix VIII &IX respectively
87 Benson E.D., Hansen J.L., Schwartz A.L., Smerch G.T. (1998), “Pricing Residential Amenities: The 
Value of a View”, Journal of Real Estate Finance and Economics, 16: 1, 55-73
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nature however, the magnitude of the effect should be lower than that of 
seaview.   
Trans_Distance 88
It is an independent variable measuring the convenience of each property.  
The variable is the figure of the distance from the building to the nearest 
public bus stops and is measured in meters.  It is noted that the difference in 
distance from each property to CBD is relatively insignificant because the 
samples are geographically close together, so the distance from each 
property to nearest bus stop which is more significant is measured instead.  
The coefficient of the transportation variable should be negative in sign 
meaning the longer distance to the bus stop, the lower level of convenience 
and the much negative impact on the property price.
                                                
88 A table listing the units with the details of distance to the nearest transportation nodes of development in 
Conduit Road Area and Pokfulam Garden & Chi Fu Fa Yuen Area as are given in Appendix VIII &IX 
respectively
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R (remaining lease term)
This variable will only be applied in model 1.  This variable represents the 
remaining lease term of the land of which that property built on that land.  
This variable is measured in years.  It is calculated as the difference in time 
between the land leases expired date and the particular transaction date.   By 
the hypothesis 1 of this research, this variable is expected to be positive 
meaning a longer lease term should possess positive effect to the property 
prices.  
In condition that land renewal right is reserved and stated in the land lease to 
the land owner after lease expiration, the renewed lease term will also be 
included in this case as a part of remaining lease term.
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RD (Remaining lease term dummy)
This is a dummy variable which appear to be one if the remaining lease term 
is larger than one hundred years.  In this research, one hundred is regarded 
as the boundary, because it is expected lease term under and above one
hundred years possess different effect on the property prices.  The same as 
variable R, RD should be positive also showing positive effect of longer 
lease term on property price.
Pokfulam Garden Dummy (PD)
It is a estate specific dummy variable which appear to be one if the sample is 
unit from Pokfulam Garden, this variable is established to separately 
investigate the effect of Pokfulam garden against other residential 
development. 
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Time Variable (TimeYY_QQ)
It is a time dummy with figure being one when the transaction sample fall 
into certain period stated in that variable.  The YY is quotation for year; it 
ranged from 1991 to 2006. QQ is quotation for quarter, each year is 
averagely divided into four quarters; quarter one includes period from 
January to March, quarter two includes period from April to June, quarter 
three includes period from July to September, quarter four includes period 
from October to December.    
PD*Post_A
The interaction term express’s willingness to buy Pokfulam Garden after the 
announcement of land lease renewal notice letter issued by Lands 
Department.  Only Pokfulam Garden is chosen because only that 
development is in problem of land lease renewal issue.  The post-
announcement date should be started from April of 2005 because all the 
residents at Pokfulam Garden received the above-mentioned letter at that 
time.  
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By the hypothesis 2 of this research, it is expected the coefficient of cross 
variable is positive as uncertainty sharply be eliminated after the 
announcement of the letter, so the negative effect of uncertainty on the 
property price will be relieved resulting in increase in property price.
Hedonic Equations
There are total 3 regression models in order to generate result examining 
those 2 hypotheses.  Each model is specifically designed to examine each 
hypothesis.  And the following is the discussion of each model one by one.
Model 1 
Model 1 is established to investigate hypothesis 1 which proposes that the 
length of lease term possess positive effect on property price.  To do that, a 
proxy for length lease term R is included in the model which is the 
remaining lease term of land where that residential unit built on.  R is the 
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proxy of land lease term of the property where the effect and significance of 
effect of lease term on property price will directly reflected on the sign of 
coefficient and significance of R respectively.
This model functions under the assumption that all transaction parties are 
well-informed about the length of land lease of the properties.  The model 
one will be applied in only one studied area - Conduit Road Area89
Conduit Road Area (CRA)
In(Price) = a0 + a1AGE + a2FLOOR + a3SIZES + a4SEAVIEW +                          
a5MOUNTAIN_VIEW + a6TRAN_DISTANCE+ a7R + 
a8TIME91_03  +    a 9TIME91_04  + a 10TIME92_01  + a 
11TIME92_02  + a 12TIME92_03  + a 13TIME92_04  + a 
14TIME93_01  + a 15TIME93_02  + a 16TIME93_03  + a 
17TIME93_04  + a 18TIME94_01  + a 19TIME94_02  + a 
                                                
89 The data from Pokfulam Garden and Chi Fu Fa Yuen Area will not be applied in model 1 since the 
variation in lease term and estate-specific effect are difficult to disentangle in the case of Pokfulam Garden 
and Chi Fu Fa. 
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20TIME94_03  + a 21TIME94_04  + a 22TIME95_01  + a 
23TIME95_02  + a 24TIME95_03  + a 25TIME95_04  + a 
26TIME96_01  + a 27TIME96_02  + a 28TIME96_03  + a 
29TIME96_04  + a 30TIME97_01  + a 31TIME97_02  + a 
31TIME97_03  + a 32TIME97_04  + a 33TIME98_01  + a 
34TIME98_02  + a 35TIME98_03  + a 36TIME98_04  + a 
37TIME99_01  + a 38TIME99_02  + a 39TIME99_03  + a 
40TIME99_04  + a 41TIME00_01  + a 42TIME00_02  + a 
43TIME00_03  + a 44TIME00_04  + a 45TIME01_01  + a 
46TIME01_02  + a 47TIME01_03  + a 48TIME01_04  + a 
49TIME02_01  + a 50TIME02_02  + a 51TIME02_03  + a 
52TIME02_04  + a 53TIME03_01  + a 54TIME03_02  + a 
55TIME03_03  + a 56TIME03_04  + a 57TIME04_01  + a 
58TIME04_02  + a 59TIME04_03  + a 60TIME04_04  + a 
61TIME05_01  + a 62TIME05_02  + a 63TIME05_03  + a 
64TIME05_04  + ε1
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Where 
In(price) is the natural logarithm of the transaction price of the 
residential property in Hong Kong Dollars;
AGE is the age of the residential unit measured in years 
corrected to 1 decimal place;
Floor is the floor level of the residential unit;
Size is the gross floor area of the residential unit (provided by 
EPRC);
SEAVIEW is a dummy variable which is 1 if the unit enjoys a full, 
unobstructed seaview or otherwise zero;
MOUNTAIN_VIEW is a dummy variable which is 1 if the unit enjoys 
mountain view or otherwise zero
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TRAN_DISTANCE is the distance in terms of meters from the nearest 
public transportation node to the residential block.
R is the remaining lease term measured by years; it is the 
difference in time between the transaction date and the 
lease term expiration date.
TIME YY_QQ is a dummy variable which equal to 1 if the transaction 
took place within certain time period named by that 
variable or 0 otherwise.  The YY is the year of 
transaction and the QQ represent the quarter of that year 
while each year is divided averagely into 4 quarters.  (For 
example, TIME05_01 represent period of January to 
March of 2005)
ε is error term
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Model 2 
Model 2 aims to further investigate the difference in effect of longer 
remaining lease term and shorter remaining lease term to the residential 
property price.  The distinguishing definition between longer and shorter 
lease term is 100 years.  By the same rationale, a dummy variable RD is
created which equal to 1 if the residential property posses remaining lease 
term more than 100 years, or otherwise 0.  RD is simply regarded as a proxy 
for lease term with the effect and significance of lease term to property price 
directly reflected on the coefficient sign and the confidence interval of the 
RD respectively. 
This model functions under the assumption that all transaction parties were 
well-informed about the length of land lease of the properties.  The model 
two will be applied in only one studied area - Conduit Road Area90
                                                
90 The data from Pokfulam Garden and Chi Fu Fa Yuen Area will not be applied in model 1 since the 
variation in lease term and estate-specific effect are difficult to disentangle in the case of Pokfulam Garden 
and Chi Fu Fa. 
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Conduit Road Area (CRA)
In(Price) = c0 + 1AGE + c2FLOOR + c3SIZES + c4SEAVIEW +                          
c5MOUNTAIN_VIEW + c6TRAN_DISTANCE+ c7RD + 
c8TIME91_03  +     c9TIME91_04  +  c10TIME92_01  +  
c11TIME92_02  +  c12TIME92_03  +  c13TIME92_04  +  
c14TIME93_01  +  c15TIME93_02  +  c16TIME93_03  +  
c17TIME93_04  +  c18TIME94_01  +  c19TIME94_02  +  
c20TIME94_03  +  c21TIME94_04  +  c22TIME95_01  +  
c23TIME95_02  +  c24TIME95_03  +  c25TIME95_04  +  
c26TIME96_01  +  c27TIME96_02  +  c28TIME96_03  +  
c29TIME96_04  +  c30TIME97_01  +  c31TIME97_02  +  
c31TIME97_03  +  c32TIME97_04  +  c33TIME98_01  +  
c34TIME98_02  +  c35TIME98_03  +  c36TIME98_04  +  
c37TIME99_01  +  c38TIME99_02  +  c39TIME99_03  +  
c40TIME99_04  +  c41TIME00_01  +  c42TIME00_02  +  
c43TIME00_03  +  c44TIME00_04  +  c45TIME01_01  +  
c46TIME01_02  +  c47TIME01_03  +  c48TIME01_04  +  
c49TIME02_01  +  c50TIME02_02  +  c51TIME02_03  + 
c52TIME02_04  +  c53TIME03_01  +  c54TIME03_02  +  
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c55TIME03_03  +  c56TIME03_04  +  c57TIME04_01  +  
c58TIME04_02  +  c59TIME04_03  +  c60TIME04_04  +  
c61TIME05_01  +  c62TIME05_02  +  c63TIME05_03  + 
c64TIME05_04  + ε3
Where 
In(price) is the natural logarithm of the transaction price of the 
residential property in Hong Kong Dollars;
AGE is the age of the residential unit measured in years 
corrected to 1 decimal place;
Floor is the floor level of the residential unit;
Size is the gross floor area of the residential unit (provided by 
EPRC);
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SEAVIEW is a dummy variable which is 1 if the unit enjoys a full, 
unobstructed seaview or otherwise zero;
MOUNTAIN_VIEW is a dummy variable which is 1 if the unit enjoys 
mountain view or otherwise zero
TRAN_DISTANCE is the distance in terms of meters from the nearest 
public transportation node to the residential block.
RD is a dummy variable of remaining lease term which equal 
to 1 if the remaining lease term of that residential unit is 
more than 100 years or otherwise 0.  It is noted that the 
remaining lease term is he difference in time between the 
transaction date and the lease term expiration date.
TIME YY_QQ is a dummy variable which equal to 1 if the transaction 
took place within certain time period named by that 
variable or 0 otherwise.  The YY is the year of 
transaction and the QQ represent the quarter of that year 
while each year is divided averagely into 4 quarters.  (For 
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example, TIME05_01 represent period of January to 
March of 2005)
ε is error term
Model 3
Model 3 is specifically established to investigate the effect on property price 
when the property is approaching matter of lease term expiration followed 
by lease term renewal.  It tends to examine the hypothesis 2 and likely be a 
case study on the Pokfulam Garden where the lease term is going to expire 
on November 2006, so the model three is only applied in Pokfulam Garden 
and Chi Fu Fa Yuen Area.  Three dummy variables are created in model 
three, they are PD, POST_A and a cross variable PD*POST_A.  PD is
inserted in the model to separate the samples of Pokfulam Garden for 
specific investigation because only the Pokfulam garden is affected of land 
lease renewal issue in this case.  POST_A is a time-dependent variable 
which aims to sort the sample in two categories – before and after the April 
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of 2005 (the month of announcement of re-granting land lease by Lands 
Department).  PD*POST_A is the most crucial interaction term as it is the 
key to investigate the effect of lease term renewal announcement to the 
property price.  PD*POST_A is a proxy for the effect to Pokfulam Garden’s 
property price after the April of 2005 when compared to the price before that 
date.  
This model functions well under the assumption that all transaction parties 
are well-informed about the uncertainty of land lease matter in time prior to 
the announcement and informed about the announcement of land lease re-
granting in period after the announcement by Lands Department.
Pokfulam Garden and Chi Fu Fa Yuen Area (PG&CF)
In(Price) = f0 + f1AGE + f2FLOOR + f3SIZES + f4SEAVIEW +                          
f5MOUNTAIN_VIEW + f6TRAN_DISTANCE+ f7PD + 
f8PD*POST_A + f9TIME91_03  +     f10TIME91_04  +  
f11TIME92_01  +  f12TIME92_02  +  f13TIME92_03  +  
108
f14TIME92_04  +  f15TIME93_01  +  f16TIME93_02  +  
f17TIME93_03  +  f18TIME93_04  +  f19TIME94_01  +  
f20TIME94_02  +  f21TIME94_03  +  f22TIME94_04  +  
f23TIME95_01  +  f24TIME95_02  +  f25TIME95_03  +  
f26TIME95_04  +  f27TIME96_01  +  f28TIME96_02  +  
f39TIME96_03  +  f30TIME96_04  +  f31TIME97_01  +  
f32TIME97_02  +  f33TIME97_03  +  f34TIME97_04  +  
f35TIME98_01  +  f36TIME98_02  +  f37TIME98_03  +  
f38TIME98_04  +  f39TIME99_01  +  f40TIME99_02  +  
f31TIME99_03  +  f42TIME99_04  +  f43TIME00_01  +  
f44TIME00_02  +  f45TIME00_03  +  f46TIME00_04  +  
f47TIME01_01  +  f46TIME01_02  +  f49TIME01_03  +  
f50TIME01_04  +  f51TIME02_01  +  f52TIME02_02  +  
f53TIME02_03  + f54TIME02_04  +  f55TIME03_01  +  
f56TIME03_02  +  f57TIME03_03  +  f58TIME03_04  +  
f59TIME04_01  +  f62TIME04_02  +  f61TIME04_03  +  
f62TIME04_04  +  f65TIME05_01  +  f64TIME05_02  +  
f65TIME05_03  +  f66TIME05_04  + ε5
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Where 
In(price) is the natural logarithm of the transaction price of the 
residential property in Hong Kong Dollars;
AGE is the age of the residential unit measured in years 
corrected to 1 decimal place;
Floor is the floor level of the residential unit;
Size is the gross floor area of the residential unit (provided by 
EPRC);
SEAVIEW is a dummy variable which is 1 if the unit enjoys a full, 
unobstructed seaview or otherwise zero;
MOUNTAIN_VIEW is a dummy variable which is 1 if the unit enjoys 
mountain view or otherwise zero
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TRAN_DISTANCE is the distance in terms of meters from the nearest 
public transportation node to the residential block.
PD is a dummy variable which equal to 1 if the residential 
unit is Pokfulam Garden or 0 otherwise.
POST_A is a dummy variable which equal to 1 if the transaction of 
the residential unit took place after announcement of 
notice letter concerning land lease renewal matter of 
Pokfulam Garden, the month of announcement is April 
2005.
PD*POST_A is a cross variable investigating the effect of 
announcement of notice letter concerning land lease 
renewal matter of Pokfulam Garden to the property price 
of Pokfulam Garden. 
TIME YY_QQ is a dummy variable which equal to 1 if the transaction 
took place within certain time period named by that 
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variable or 0 otherwise.  The YY is the year of 
transaction and the QQ represent the quarter of that year 
while each year is divided averagely into 4 quarters.  (For 
example, TIME05_01 represent period of January to 
March of 2005)
ε is error term
The Summary of Statistics of Conduit Road Area and Pokfulam Garden & 
Chi Fu Fa Yuen Area was presented in the Appendix X & Appendix XI
A summary of the expectation over the coefficient are as follows:
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Table 3 Summary of the Expected Result
Independent Variables Expected Signs 
R POSTIVE
RD POSITIVE
PD ??
PD*POST_A POSITIVE
AGE NEGATIVE
FLOOR POSITIVE
SIZE POSITIVE
SEAVIEW POSITIVE
MOUNTAIN_VIEW POSITIVE in case of Conduit Road Area
NEGATIVE in case of Pokfulam Garden 
and Chi Fu Fa Yuen Area91.
TRANS_DISTANCE NEGATIVE
                                                
91 A site visit was conducted by the author of this dissertation and found out that there were many squatters 
found in the hillside of the pokfulam garden.  The view of these squatters was found undesirable since the 
outlook of the squatters were ugly. 
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Chapter 6
Empirical Result and Interpretation of Model 1
Introduction 
Empirical Results generated in model 1 in this research will be presented 
and elaborated in this chapter.  The criterion in affirming the deterministic of 
the independent variables with respected to In(PRICE) is the sign of 
coefficient while the criterion in affirming the explanatory of the 
independent variables was confidence interval.  From each table of empirical 
result, it is worth noting the coefficient sign and respective confidence 
interval of every independent variable. 
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In order to make the presentation of result easier to read, there is a column 
adjacent to the table of empirical result showing the grading for the 
confidence interval for each variable as follows,
Table 4 Summary of Grading System of the confidence interval
Confidence 
Interval 
Grading
***
The coefficient of the variable is confirmed at 99% 
confidence interval
**
The coefficient of the variable is confirmed at 95% 
confidence interval
*
The coefficient of the variable is confirmed at 90% 
confidence interval
By the same rationale, there is a column adjacent to the table of empirical 
result showing the degree of consistence of the sign of coefficient to 
expectation for each variable,
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Table 5 Summary of Grading System of sign of coefficient
Consistence 
of 
Coefficient 
Sign
C
The sign of coefficient of the variable is consistent 
with expectation
I
The sign of coefficient of the variable is inconsistent
with expectation
/ No any previous expectation 
The statically results have been checked which excluded possible technical 
problems such as auto-correlation, heteroscedasticity and multi-collinearity.  
The expectation of the coefficient sign are stated in the previous chapter.  In 
this chapter, there are checking of the empirical result to the expectation and 
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possible explanation of the coefficient or confidence internal from 
expectation will be briefly discussed under each table of empirical result.  
However, for those crucial variables which are important to this studies such 
as the variables R, RD, PD and PD*POST_A, they will be discussed in the 
part of Result Interpretation.
Statistical Result 
Model 1
Conduit Road Area (CRA)
Table 6 Empirical Result of model 1
Consistence 
of Coefficient 
Sign
Confidence 
Interval 
Grading
Variable Coefficient Std. Error t-Statistic Prob.  
C 0.537284 0.067510 7.958544 0.0000
C *** AGE -0.010696 0.000722 -14.80747 0.0000
C *** FLOOR 0.008687 0.000474 18.33125 0.0000
C *** SIZE 0.000774 1.15E-05 67.55764 0.0000
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C *** SEAVIEW 0.078739 0.010017 7.860297 0.0000
C *** MOUNTAIN_VIEW 0.044184 0.009159 4.824319 0.0000
C *** TRAN_DISTANCE -0.001167 9.69E-05 -12.03567 0.0000
C *** R 0.000117 2.26E-05 5.156862 0.0000
R-squared 0.784907     Mean dependent var 1.741781
Adjusted R-squared 0.781007     S.D. dependent var 0.524924
S.E. of regression 0.245647     Akaike info criterion 0.048073
Sum squared resid 213.0088     Schwarz criterion 0.159943
Log likelihood -21.41068     F-statistic 201.2733
Durbin-Watson stat 0.997229     Prob(F-statistic) 0.000000
The coefficient signs and confidence intervals of all housing attributes
variable are consistent to expectation.  It is worth noting that the Variable for 
remaining lease term R is positive which fall into expectation and this was 
an encouraging result as it support hypothesis 1 of this research.  Further 
detail will be discussed in inside the part of Interpretation.  
The Time Variables of model 1 is not discussed here but references of the 
whole model 1were provided in Appendix XII.
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Result Interpretation 
Since the establishment of model 1 is to figure out the effect of length of 
land lease term to the price of property price, the sign of coefficient of the 
variable of remaining land lease term R inside the model is a direct indicator 
of effect to the property stated above.  However, this is based on the 
assumption that all parties of these property transactions know the land lease 
remaining term.  Inspiring empirical results have been found from both 
research areas.
Conduit Road Area (CRA)
The empirical result of this area indicates a positive sign coefficient with 
99% confidence internal for R. The high confidence means that the land
lease term really affect the residential property price in this area.  The 
positive sign represented that a residential property unit with longer land 
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lease term in this area can be sold at higher price than one with shorter term 
provided all other characteristics of these two units were the same.
Supporting Hypothesis 1 
The empirical results in both studied location indicates the coefficient of 
variable R as positive at the confidence interval of 99% which means the 
length of lease term added value to the property price.  By this empirical 
result of model 1, it can be concluded that the hypothesis 1 is supported in 
the empirical studies of Conduit Road Area.
The value of residential property built on land with 
longer land lease term is higher than that on land with 
shorter lease term.
Further Implication and further discussion will be elaborated in Chapter 7 in 
the sake of presentation coherence.
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Chapter 7
Empirical Result and Interpretation of Model 2
Introduction 
This chapter aims to present the empirical result of model 2 in this research.  
Followed by the empirical result is interpretation of the result.  It is noted 
that the criterion in affirming the deterministic of the independent variable 
with respected to In(PRICE) is the sign of coefficient while the criterion in 
affirming the explanatory of the independent variables is confidence interval.  
The grading system of the coefficient and confidence interval applied in 
chapter 6 will be prevailed in this chapter also. 
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Statistical Result 
Model 2
Conduit Road Area (CRA)
Table 7 Empirical Result of Model 2
Consistence 
of Coefficient 
Sign
Confidence 
Interval 
Grading
Variable Coefficient Std. Error t-Statistic Prob.  
C 0.553391 0.064709 8.551995 0.0000
C *** AGE -0.011080 0.000633 -17.51533 0.0000
C *** FLOOR 0.008652 0.000471 18.36970 0.0000
C *** SIZE 0.000770 1.14E-05 67.70295 0.0000
C *** SEAVIEW 0.083240 0.009787 8.504899 0.0000
C *** MOUNTAIN_VIEW 0.042446 0.009063 4.683673 0.0000
C *** TRAN_DISTANCE -0.001184 8.86E-05 -13.36116 0.0000
C *** RD 0.091323 0.014776 6.180470 0.0000
R-squared 0.785606     Mean dependent var 1.741781
Adjusted R-squared 0.781719     S.D. dependent var 0.524924
S.E. of regression 0.245247     Akaike info criterion 0.044815
Sum squared resid 212.3161     Schwarz criterion 0.156686
Log likelihood -15.55507     F-statistic 202.1100
Durbin-Watson stat 0.998369     Prob(F-statistic) 0.000000
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All the coefficient signs and significance intervals of all variables of housing 
attributes fall into the expectation stated before.  The confidence intervals of 
all these variables of housing attributes are 99%.   The dummy variable for 
the remaining land lease term RD is remarkable as positive and the 
respective significance interval was 99%.  The interpretation of that 
empirical will be discussed in the part of Interpretation.  
Similar to model 1, the time variables inside the empirical result of model 2 
is not discussed here but the empirical results of the whole model 2 were
provided in Appendix XIII.
Result Interpretation
Model 2 possesses the same aim with model 1 which is used to indicate the 
effect of length of land lease term to the price of property price, so the 
dummy variable of the remaining land lease term is incorporated in the 
model 2.  While with the regression model, the effect is directly observable 
from the sign of coefficient of the RD.  Similar to model 1, model 2 is based 
on the assumption that all parties of all these property transaction samples
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are well-informed about the remaining land lease term of the concerned 
property.  Inspiring empirical results have been found from both research 
areas.
Conduit Road Area (CRA)
The empirical result of this area indicates a positive sign coefficient with 
99% confidence internal for RD.  The positive sign means that residential 
property units in this area with remaining lease term more than 100 years are
sold at higher price than those with land lease term smaller than 100 years 
provided all other housing attributes were the same.  The 99% confidence 
interval gave high representing power to the above statement.
Supporting Hypothesis 1 
The empirical results of both two areas outputted a RD with positive-
coefficient and 99% confidence interval.  The interpretation of this empirical 
result is that remaining lease term over 100 years actually adds value to the 
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property price.  By this empirical result of model 2, it can be concluded that 
the hypothesis 1 is not rejected in Conduit Road Area and Pokfulam Garden 
and Chi Fu Fa Yuen Area.  The Content of hypothesis 1 was re-mentioned as 
follows: 
The value of residential property built on land with 
longer land lease term is higher than that on land 
with shorter lease term.
Further Implication and further discussion will be elaborated in Chapter 7 in
the sake if presentation coherence.
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Chapter 8
Introduction to the Case of Pokfulam Garden
Introduction 
Pokfulam Garden is one of the research geographical areas in this research.  
It consists of more than thousands of transaction data from 1991 to present.  
Not at all, Pokfulam Garden is characterized in its nearly expired lease terms 
which attracts researcher’s interest to study the effect of expiration of lease 
term on the residential property prices.  In this research, there will be one 
models designated to study the case of Pokfulam Garden as well as the effect 
of expiration of lease term on residential property price.  It is necessary for 
the readers to know more about the case of Pokfulam Garden before any 
process of analysis.  The following is a brief description of the case of 
Pokfulam Garden.
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Introduction to Pokfulam Garden
Pokfulam Garden is a private residential complex development situated in 
180 Pokfulam Road in Pokfulam in Southern Hong Kong Island.  Pokfulam
Garden was developed by Sun Hung Kai Properties Limited and completed 
on 1979.  It is a high-rise development which consists of 6 blocks 32-floor 
residential building.  Since it is at the hillside and being high-rise, most of 
the residential units in Pokfulam Garden enjoy full, unobstructed seaview.  
The development is adjacent to Chi Fu Fa Yuen with a shopping mall and 
bus terminus and it takes 2 minutes walking through these two developments.  
There are 4 frequent bus line linking Chi Fu Fa Yuen and Central Business 
District.
Historical Background of Pokfulam Garden
The land of Pokfulam Garden was originally an area of village called Swire 
House Village which was owned by MEP-Missions Etranges de Paris.  
The residents of this village were all employed by a printing company called 
Swire House.  But the printing company closed down in 1970’s and the all 
the villagers had to re-settled to find job outside Pokfulam.  Later, that piece 
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of land where village situated was sold by the church to Sun Hung Kai 
Properties Ltd.  And the Pokfulam Garden at last was developed and 
completed on 1979.
  
Land lease matter of Pokfulam Garden
Since 2005, the property management company Kai Shing Management 
Service Ltd. has been the middleman to deal with land lease matter for the 
residents in Pokfulam Garden.  Researchers of this dissertation have 
conducted a valuable informal interview with property officer Pokfulam 
Garden Division from Kai Shing Management Service Ltd.  
According to Kai Shing Management Service Ltd., the original land lease is 
a non-renewal 50-year land lease and will expire on November of 2006.  The 
owners of Pokfulam Garden have long been aware of ending of the land 
lease term of the piece of land where Pokfulam Garden situated.  However, 
lease term issue was kept untouched until April of 2005.  On that month, all 
existing owners at that time of Pokfulam Garden received noticing letter 
from Lands Department announcing offer to the owners to regrant the land 
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lease.  The condition of land lease renewal offered by the Lands Department 
was summarized as follows:
1. re-grant the land lease for 50 years
2. no premium received from land owners
3. but 3% of rateable value payable as annual rent (adjust and re-
estimate yearly)
Lands Department gave certain period of time for owners to reply by letters 
showing their intention of acceptance.  All owners agreed and accept the 
offer to renew the land lease for 50 years.  Later, each unit of Pokfulam was 
demanded by the Lands Department to pay $900 Hong Kong dollars as 
administration fee of the Lands Department.  In the future of several months, 
there were continuous letter communication between the Lands Department 
and the owners to report progress.  
At the early year of 2006, the Lands Department further demanded each 
owner to pay certain amount of legal fee.  The legal fee was calculated based 
on the property price of that unit.  It was estimated from the current 
transaction price of Pokfulam Garden that the legal fee ranged from 2 to 10 
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thousands of Hong Kong Dollars.   The land lease issue had not yet been 
settled down when this dissertation was underwritten.  However, since both 
the parties in this case of this land contract (government and All Pokfulam 
Garden Owners) have reached agreement on the issue of re-grant of the land 
lease, it was predicted that the land lease can be re-granted successfully prior 
to the expiration of the old land lease without any time gap in between.               
Conclusion 
Pokfulam Garden is characterized as the first large residential development 
nearly expired in its land lease term, so the researcher of this dissertation is 
interested to have an analysis on the effect of the lease term expiration on 
the residential property price.   This chapter is presented in the sequence 
prior to the presentation of empirical result of model 3 (case study of 
Pokfulam Garden)in attempt to let readers know about the special case of 
Pokfulam Garden so that the readers can understand the interpretation as 
well as the discussion of model 3.
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Chapter 9
Empirical Result and Interpretation of Model 3
Introduction 
This chapter aims to present the empirical result as well as the interpretation 
of model 3 in this research.  The criterion in affirming the deterministic of 
the independent variable with respected to In(PRICE) is the sign of 
coefficient while the criterion in affirming the explanatory of the 
independent variables was confidence interval.  The grading system of the 
coefficient and confidence interval applied in chapter the previous two 
chapters will be prevailed in this chapter also. 
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Statistical Result 
Model 3
Pokfulam Garden and Chi Fu Fa Yuen Area (PG&CF)
Table 8 Empirical Result of Model 3
Consistence 
of Coefficient 
Sign
Confidence 
Interval 
Grading
Variable Coefficient Std. Error t-Statistic Prob.  
C -0.721027 0.033773 -21.34913 0.0000
I AGE 0.003626 0.001961 1.848911 0.0645
C *** FLOOR 0.005998 0.000269 22.29267 0.0000
C *** SIZE 0.001827 2.18E-05 83.96443 0.0000
C * SEAVIEW 0.010619 0.006327 1.678310 0.0934
C *** MOUNTAIN_VIEW -0.032808 0.004784 -6.858489 0.0000
C * TRAN_DISTANCE -0.000112 6.76E-05 -1.652985 0.0984
/ *** PD -0.186378 0.013323 -13.98950 0.0000
C * PD*POST_A 0.245738 0.141992 1.730648 0.0836
R-squared 0.845756     Mean dependent var 0.787976
Adjusted R-squared 0.843578     S.D. dependent var 0.354597
S.E. of regression 0.140244     Akaike info criterion -1.076828
Sum squared resid 90.53384     Schwarz criterion -0.985670
Log likelihood 2579.855     F-statistic 388.2968
Durbin-Watson stat 1.801468     Prob(F-statistic) 0.000000
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The variable of housing attributes FLOOR and SIZE are inside expectation 
in term of both the confidence level and sign of coefficient.  The SEAVIEW, 
TRANS_DISTANCE and PD*POST_A confirms a desirable result at 90% 
confidence level.  MOUNTAIN_VIEW confirms a result with coefficient 
sign opposite to expectation in spite of 99% confidence level.  The possible 
reasons is the presence of squatter at the hillside making the mountain view 
undesirable.   Only AGE is isolated to posse abnormal coefficient sign 
(positive) and failed to confirm the result at 90% confidence level.  It is 
believed that large scale maintenance project took place in both Pokfulam 
Garden and Chi Fu Fa Yuen in previous several years resulted in people’s 
unawareness of the obsolesce effect of both of these two properties.     
It is worth noting that the interaction term PD*POST_A is possessing 
positive coefficient sign at 90% confidence level respectively 92 .  This 
variables is crucial to confirm of the hypothesis.    
The Time Variables of models of these model 3 are not discussed here but 
references of the whole model 3 is provided in Appendix XIV
                                                
92 There was no large scale maintenance project in the period after May of 2005.  So the rising of property
price of Pokfulam Garden was believed as solely due to the announcement of land re-granting by Lands 
Department.  
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Result Interpretation 
Model 3 is established for investigating the effect on the property price when 
the property is approaching the expiration of land lease term.  So a proxy (an 
interaction term) PD*POST_A is incorporated in model 3.  The assumption 
applied in model 3 is that all parties involved in all these property 
transactions are well-informed about the land lease matter of Pokfulam 
Garden and the announcement of re-granting land lease in the period of 
before and after the announcement of re-granting of land lease by Lands 
Department.  Model 3 is only applied in Pokfulam Garden and Chi Fu Fa 
Yuen Area.
Pokfulam Garden and Chi Fu Fa Yuen Area(PG&CF)
The coefficient of PD is negative meaning the people’s preference on Chi Fu 
Fa Yuen rather than Pokfulam Garden.  Inspiringly, the PD*POST_A is
positive in its coefficient at 90% confidence interval.  It means that the 
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Pokfulam Garden is selling at a higher price after the announcement of re-
granting of land lease (April of 2005).  
Supporting Hypothesis 2
The empirical results of model 3 output a PD*POST_A with positive 
coefficient at 90% interval.  It shows that the property price of Pokfulam 
Garden has been undergone a period of depression but the depression came 
to the end after the announcement of re-granting of land lease is made by 
Lands Department. By the empirical result of models 3, it then be concluded 
that the hypothesis 2 is not rejected in the Pokfulam Garden and Chi Fu Fa 
Yuen Area(PG&CF).  The Content of hypothesis 1 was re-mentioned as 
follows: 
The value of the residential property will be lower 
at a short period of time prior to the expiration of 
land lease and remained in effect until the issue of 
land lease matter was settled.
-------- HY 2
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Further Implication and further discussion will be elaborated in Chapter 7 in 
the sake if presentation coherence.
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Chapter 10
Discussion
Introduction
The author has so far empirically confirmed the two hypotheses of this 
research.  Proved by the empirical result, there are two observations.  First, 
the length of lease term is actually influencing the residential property price 
at Conduit Road Area.  Second, in the case of Pokfulam Garden, the 
property prices differentiated in period before and after the announcement of 
land lease re-granting arrangement.  Prior to the announcement, the 
residential units at Pokfulam Garden in fact were sold at lower price 
compared to period after the announcement.  And from these two 
observations, the author has conducted the conformance of the hypothesis to 
the reality. 
137
In this chapter, it aims at summarize possible rationale behind these two not-
yet-rejected hypotheses.  The assumption will be stated too in parallel to the 
rationale.  
The Hypothesis 1 was supported by the empirical results; the hypothesis 
1 was re-stated here once again ---
The value of residential properties with longer 
land lease term is higher than those with shorter 
land lease term.
-------- HY 1
Rationale behind hypothesis 1 --- Period of Generating Income  
Further to mathematical deprivation, it is obvious that properties with longer 
lease term possess longer period of generate rental income.  Even though the 
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properties do not generate rental income due to the self-occupation by the 
owners, there is usage value implicated in the properties price.  To simplify, 
for the properties with longer lease term, the period of legal ownership of 
these properties are longer and the period of generating rental income or 
usage value are longer.  Under the rationale that the properties price is the 
present value of summation of all the rental income or usage value in the 
future, it was concluded that the properties price of properties with longer 
land lease term are higher than those with shorter land lease term.  
Although previous literatures using mathematical expression suggested the 
difference in value between a 100-year term and freehold interest should be 
less than 1% under reasonable assumption93, Chau (1999) derived formula 
showing the difference in value varied with the interest rate.  By this 
meaning, the difference in prices between properties with different lease 
terms were in function of both the difference in lease term and the interest 
rate of which the latter changes with time in case of Hong Kong.
Explanation of hypothesis 1 --- Value of Redevelopment 
                                                
93 Capozza, D.R. and Sick,G. A. (1991), “Valuing Long Term Leases: The option to Redevelop”,  The 
Journal of Real Estate Finance and Economics, 4, pp209-223
139
In addition to the period of generating income, the development potential is 
one of the factors accounting to the difference in property price in difference 
land lease term.  Caporizza (1991) made an observation in Canada that 
leasehold interest was sold at discounted rate of 20%-40% compared to 
freehold interest.  He suggested the redevelopment potential was a main 
factor for the differentiation.  
After resuming the subdivided ownership, three kinds of possible 
improvement will be made under redevelopment.  The first one is 
improvement in building quality while density remains unchanged.  The 
second one is improvement in building density with no or a small degree of 
change in quality. The last and commonest one in Hong Kong is 
improvement in both building quality and density.  Either one kind of 
improvement made in the redevelopment resulted in higher income 
generated per unit land area.  Under the rationale that the land price was the 
present value of summation of total income generated from the future, it can 
be concluded that the land price is higher after carrying out of the 
redevelopment project.  The remaining surplus of land price after deducting 
all the cost of redevelopment is then regarded as the extra value of land.  
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With reference to Caporrica and Sick’s thinking, this “extra value of land” 
generated from redevelopment was found implicit in the initial land price.  
Property with longer land lease term posseses higher possibility of 
redevelopment.  Moreover, the longer termed property may be redeveloped 
for more times, and more “extra value of land” generated from 
redevelopment were implicit in the property price.  It accounted for the 
differentiation in property price in property with different land lease term.
Applied in this research, this explanation is more relevant in the empirical 
study of Conduit Road Area rather than in Pokfulam Garden and Chi Fu Fa 
Yuen Area.  If the redevelopment decision is accounted by the transaction 
cost and potential benefit, the possibility for occurrence of redevelopment is 
higher in Conduit Road due to the following reasons.  Firstly, it is observed 
by site visits that most of the sample-taking properties in Conduit Road are 
at moderate density level which gave potential for a denser development94 as 
well as resulting in larger potential benefit.  Secondly, the developments at 
Conduit Road are of smaller scale and the ownerships of the whole estate are 
subdivided into smaller number of shares.  The transaction cost of resuming 
                                                
94 Increasing of development density after redevelopment of aged building was possible.  Since the height 
restriction of aged building in decades of years ago was less relaxed and the construction technology was 
not high enough to support a high rise building.    The developments in the past were actually not 
developed to fully utilize the plot ration under such height limitation. 
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the whole development is relatively lower.  It facilitates redevelopment.  
Thirdly, the future supply of land in Conduit Road is less, so the 
redevelopment in Conduit Road can meet the demand from the market and 
sell at a higher price.  The potential benefit of redevelopment in Conduit 
Road should be higher.  By the above reasons, it is believed that the 
redevelopment potential is higher in Conduit Road Area than that of 
Pokfulam Garden and Chi Fu Fa Yuen Area.  And the rationale of 
redevelopment is more relevant in Conduit Road Area95.
Explanation of hypothesis 1 --- Differentia in government rent 
Every land owners was obligated to pay government rent96.  Even the land is 
subdivided or sublet, the subsidiary land owners were liable to share that 
amount of rent.  The government rent payable is not standardized for all land.  
For land lease being granted before 27 May, 1985, the amount of 
government rent payable was clearly stated in the lease which was once 
assessed and fixed at the time of signing of the land lease, such fixed 
government rent was in fact less than 3% of nowadays ratable value97 due to 
                                                
95 Although the empirical result are not sufficiently supporting this thinking, further study can be conducted 
to study the difference of premium for redevelopment value in these two areas.
96 Government rent was called and stated as “Crown rent” in lease granted before 1985
97 The calculation of Ratable value is a function of rental income. 
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the sharp increase in properties price and rental in recent decades.  For land 
lease being granted after that date, the amount of government rent payable is 
equivalent to three percent of rateable value of the property of which the 
ratable value is not fixed and changed with the rental income assessed.  They 
are permanently paying 3% of the ratable value.  So, the land owners of land 
granted after 1985 are actually paying a higher proportion of land rent when 
compared to those of lease granted before 1985.  It was remarked that the 
land lease granted after 1985 were all 50-year term while the land lease 
granted before that date were 999-year, 99-year, and 75-year.  Thus, it is 
deduced here that the 50-year land lease demanded a higher percentage of 
government rent payable.  
Even for land lease granted before 1985, the proportion of government rent 
payable differentiates because of the different timing of granting such land 
leases.  All the 999-year term land leases were granted at period from 1843 
to 1889, the government rent of this kind of land lease were assessed in time 
prior to 1889.  After more than 100 years of inflation and increas of rental 
income, the proportion of the government rent to the rental income 
nowadays should be less than one percentage.  All the 75-year and 99-year 
term were granted in Kowloon and New Territory respectively on or after 
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1889.  By the same rationale, the proportion of government rent to rental 
income of these two kinds of leases should be higher than those of 999-year 
term but lower than 50-year term lease.  
Having mentioned above, various terms of land leases give different 
percentages of annual government rent payable.  While such difference in 
annual government rent will be discounted to present value and is implicit in 
the land price as well as property price as additional value.  For 999-year 
lease term, the discount in government rent is the largest which added the 
largest value in land price as well as property price.  For 75-year or 99-year 
lease, the discount in government rent is less so the implicit adding value is 
less.  While for the 50-year lease, there is no discounting in government 
value at all because the ratable value was assessable annually, so there is not
any adding value implicit in the land and property price.  
As a conclusion, considering the effect of government rent only, the 999-
year lease possesses the highest effect of adding value, the 75-year and 99-
year lease possess the moderate effect and the 50-year lease gets no effect.  
By only considering the effect of government rent added to the value, the 
999-year lease is the highest in value among those four kinds of leases, 
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while 75-year and 99-year lease are the second ones and 50-year lease is the 
lowest in value98.
Explanation of hypothesis 1 --- less land use restriction
The land use restriction is less in 999-year land lease.  The common term in 
stating the use restriction inside 999-year lease is always in the manner of 
prohibition of certain land use rather than permission of certain land use.  In 
some case, the land use restriction is incorporated as banning of offensive 
trade 
“…shall not …use, exercise, or follow…the trade or 
business of a Brazier, Slaughterman, Soap-maker, 
Sugar-Baker, Fellmonger, Melter of tallow, Oilman, 
Butcher, Distiller, Victualler, or Tavern-keeper, 
Blacksmith ...
                                                
98 Quantitative analysis the discount between various land leases with various government rent was found 
hard to do so since the government rent for each piece of land should not be the same even compared to the 
adjacent land because of slight difference in location.
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However, such kinds of offensive trades are rarely seen in Hong Kong 
nowadays.  The land use restriction stated by the lease is virtually with no 
restriction.  While in other kinds of land lease, the land use restriction 
becomes more and more specified that only the permitted type of land use is 
stated in the lease.  So the land use restriction is less strict in 999-year lease 
than other shorter-term leases.
The land use manner of a piece of land is regulated by collaborative town 
planning control and land use control stated in lease.  Provided two pieces of 
adjacent land are under the same degree of town planning control restricting 
the same category of land use, the differentiation in land use control by the 
land lease would be one of the factors determining development or 
redevelopment potential of those two pieces of land.  So, it can be concluded 
that 999-year leases possessing less land use restriction, the development or 
redevelopment potential is higher than other kinds of land lease.  For higher 
development potential in 999-year lease, there is extra potential benefit 
implicit as higher land price and property price.  So the land price as well as 
property price on land with 999-year lease is higher than that of non-999-
year land lease.
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Explanation of hypothesis 1 --- Limited Supply of longer term lease in 
the future
Similar thinking was rooted in Asabere’s (2004)99 which suggested that the 
prohibition of trading of freehold estate for stool land resulted in a relative 
increase in the supply of leasehold vis-à-vis freehold in Ghana.  So the price 
of non-stool-land freehold increased relative to the price of leasehold after 
prohibition by the ACT 267 (5).
Subject to recent government’s practice, there will be no more 999-year, 99-
year and 75-year land lease granted in the future.  The government 
nowadays grants only 50-year lease term.  There is no any additional supply 
of land lease which was more than 50 years.   In case of lease modification, 
the government tends to shorten the original land lease term to 50 years.  
Example can be referenced from the case of DCH Building at Quarry Bay.  
The area of land with 999-year land lease is actually decreasing at a slow 
rate.  
                                                
99 Asabere,P.K. (2004), “The Rocing of the Emergent Leasehold (Possessory) Estate of Ghana”, Real 
Estate Economics, (4) pp 673-694
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If the above advantages about land leases with lease terms of more than 50 
years are all confirmed, there should be a market demanding for this kind of 
longer- term- leases since people prefer trading on them for its higher 
redevelopment potential or relatively long-lasting rental income generating 
characteristics.  Under the circumstance that there will be no additional 
supply in such longer term leases in parallel to the slowly deteriorating of 
amount of them by government’s lease modification action, by the law of 
supply and demand, the price of such longer lease term will be higher until 
achieving equilibrium point.
Explanation of hypothesis 1 --- Lower degree of control by government 
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This point was found in Asabere (2004)100 which brought out the concept of 
bundle-of-right argument.  The argument said that freehold would be at 
higher value than leasehold because typically the bundle of right inherent in 
freehold is superior to that found in leasehold101.
In 1898, the letter received from the secretary of State for the colonies in 
London suggested no further 999years lease should be granted to allow 
higher degree of control on land matter by government102.  A shorter lease 
term is actually a device for government to control the land matter.  To think 
about it reversely, a land owner of long term lease possesses advantage of 
less control by government over short term lease.  This kind of advantage of 
long term lease is believed to be implicit in the property price as additional 
land value.  
The author thought that land use control by government is a means of 
limiting the bundle-of-right of land.  If land use control by government was 
less strict in longer term lease, the bundle of rights inherent in them was
                                                
100 Asabere,P.K. (2004), “The Pricing of the Emergent Leasehold (Possessory) Estate of Ghana”, Real 
Estate Economics, (4) pp 673-669
101 See Asabere (2004) pp 675
102 See Roger Nissim 1998 p10-13
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superior to shorter term lease.  By the Bundle-of-Right argument, the values 
of longer term leases are higher.
Hypothesis 2 was supported by the empirical result; the hypothesis 2 
was re-stated here once again ---
For residential property with land lease which 
are going to expire, the residential property 
prices of premises will depress at a short period 
of time prior to the expiration of land lease.  The 
depression exists until the lease was renewed or 
announced to be renewed in the future.
--------HY 2
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Explanation of hypothesis 2 --- Uncertainty and risk incurred 
Chau (1999)103 has pointed out the negative impact of political uncertainty 
on the residential property price.  However, he didn’t extend his study to the 
impact of other kinds of uncertainty.  Obviously, uncertainty always exerts 
psychological pressure to some party.  It sometime relates to events which 
were unsettled or in doubt or dependent on chance.  
For the land lease matter, the approaching of expiration of land lease term 
would cause uncertainty to the ownership issue for every owner of the 
premise.  The ownership issue on land lease matter will be a bundle of 
unsettled question about 
 the legal title of the premise after the expiration of land lease 
 the arrangement and consideration of re-granting the land lease of that 
premise if re-grant was going to proceed 
 the arrangement and compensation of relocation settlement in case of 
government rejecting to re-grant the land lease  
                                                
103 Chau, K.W. (1997), “Political Uncertainty and the Real Estate Risk Premium in Hong Kong”  Journal of 
Real Estate Research, 13(3), pp297-315
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 the possible grounds given by government not to re-grant the land 
lease 
 the decision of whether repealing to the government or takeing other 
possible action to complain 
The uncertainty still exists until there is formal announcement or official 
information regarding the settlement of ownership publicized.  
The impact of uncertainty of land lease renewal on the property price is 
similar to that of political uncertainty; uncertainty resulted in a discount in 
property price causing a depression in transaction price of the premises.  The 
first explanation to the depression is associated with decreasing volatility of 
the premise.  The volatility of the premise decreases and is lower than 
normal level due to the presence of uncertainty.  The vendors should give a 
discount to the price in order to attract the potential purchaser to attain a 
satisfactory transaction price by both parties.   The second explanation to the 
depression is likely to be related to the risk incurred in investing the premise 
under circumstance with uncertainty.     
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The property under uncertainty in land lease matter is really a risky 
investment to the investors who try to purchase the premise in time of 
uncertainty because of the following three possibilities  
Firstly, the investor’s legal title will be determined after the lease term 
expired and if the government chooses not to re-grant the new lease by the 
grounds of allocation for public usage, the investor will get nothing but a 
small amount of compensation which is relatively less than the property 
price.  The return will be less than the normal expected level.  In other words, 
the risk is higher.    
Secondly, even though the government chooses to re-grant the land lease, 
the investors (who were the owners) have to pay all the cost incurred in the 
lease re-granting process.  The cost includes administration fee for Lands 
Department, the legal fee for the legal service and the premium as a 
consideration of re-granting.  Moreover, the government usually receives 3% 
of ratable value as annual land rent payable instead of land premium for re-
granting.  In this case, the total summation of present value of the entire 
annual land rent payable should also be implicit in the property price as a 
deduction in value at the time of re-granting as one of the consideration.  So, 
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the investors actually need to pay the cost and consideration in time of re-
granting.  Those cost and consideration would be implicated as depressed 
value in the property price of the premise. So, it means that the investors 
have to pay extra cash and face its property being value depressed shortly 
before and in time of the re-granting of the land lease.  The investors 
actually are bearing a high risk.
Thirdly, when the premises are surrounded by mist of uncertainty, the 
owners’ decisions as well as the property price are exposed to the effect of 
rumor.  The prices fluctuation is relatively large under such unstable 
condition.  And the risk incurred is higher due to the accounting of 
fluctuation.   
Thus, the investment of purchasing the premise which is under uncertainty 
of land lease matter is actually risky .  Under the rationale that the investors 
or purchasers at that time demand a higher risk premium in return of taking 
such risking investment, the transaction prices are depressed as one of the 
impact of uncertainty.  And this is the second explanation for the depression 
of the property price affected by the presence of uncertainty.  
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As a conclusion, the presence of uncertainty of land lease matter in period 
prior to the expiration of land lease is contributable to the depression of 
transaction price of the premises in the same period.
Rationale behind hypothesis 2 --- lack of maintenance104
Maintenance is usually employed to restore the quality of the building to 
normal or requirement level.  The property prices of the premises will 
depress, if the quality of building falls under the minimum acceptable level.  
By observation, certain period prior to the expiration of land lease term, due 
to the presence of uncertainty of ownership after the expiration, owners are 
not willing to pay for the maintenance or pay higher management fee which 
is sufficient for a long term of maintenance planning.  There are two 
possible reasons for the owners’ refusal to pay for the maintenance.  Firstly, 
the owners reduce the risk incurred in the premise under circumstance of full 
of uncertainty by refusing further investment of money in maintenance.  
                                                
104 In spite of the counter example of Pokfulam Garden, the development was refurbished in 1998 which 
was 8 years before the expiration of land lease.  It was reasonable that not all the owners have realized the 
uncertainty of land lease renewal.  In this case, the owners were willing to refurbish the building in time of 
8 years before the expiration.   
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Secondly, owners want to reserve the cash for paying all the costs incurred 
in the re-granting of the land lease by not paying for the maintenance. 
So the building would lack maintenance in a period of time before expiration 
of the lease term as the owners are not willing to pay for maintenance or pay 
higher management fee which is sufficient for a long term of maintenance 
planning.  And the direct impact of a lack of maintenance is suggested to be 
depression in the property price of the concerned premises.  
It can then be concluded that the price of residential property will depress in 
a period before the expiration of the land lease term.  
Hypothesis 2 explained Hypothesis 1
If hypothesis 2 is not rejected that the value of the residential 
property will depress in a short period (called “Depression Period”) 
prior to the expiration of land lease, such depression will be 
discounted and implicit in the property price in further previous 
period (called “Depression Discounting Period”).  We assumed the 
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following circumstance with 4 individual premises all other 
characteristics being the same except the lease term which were 999-
year, 99-year, 75-year and 50-year lease (see the following Figure 1), 
Figure 1 Distribution of Depression Period and Depression 
Discounted Period of different termed land lease
The above graph showed the distribution of Depression Period and 
Depression Discounted period during the term of different land lease 
enjoying various lengths of lease term.  It is assumed all premises possessed 
50-year lease
100-year lease
75-year lease
999-year lease
Depression 
Discounted 
Period
Depression 
Period 
Lease Expiration 
Date
Lease Starting 
Date
Today
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the same length of depression discounted period and real depression period 
in period prior to the expiration of lease term respectively.  
The property price of the 50-year premises starts to fall into depression 
discounted period, while other premises do.  The property price of 50-year 
lease premises is lower than other premises on the date “today” provided 
other factors were kept constant.  Moreover, assumed the land will be re-
granted again for the same term years after expiration, the 50-year premises 
would fall into depression discounted period or real depression period 
periodically for each 50 years.  Applying the same rationale, the 50-year 
premise possessed the longest time falling into the depression discounted 
period and real depression period while the 999-year premise possessed the 
shortest time in these periods.  
In a nutshell, the extension of hypothesis 2 which suggested the shorter term 
lease would suffer longer time falling in the period of  depression discounted 
period or depression period supported the hypothesis 1 in certain periods of 
time ( in time of depression discounted period and real depression period).  
It is believed hypothesis 2 is to be one of the factors accounting for the 
hypothesis 1.
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Conclusion 
The author has so far empirically confirmed two hypotheses of this research.  
He has suggested the rationale behind these two hypotheses.  For hypothesis 
1, in total 6 explanations are suggested in this chapter.  They were namely, 
 Period of Generating Income  
 Value of Redevelopment 
 Differentia in nominal land rent 
 less land use restriction
 Limited Supply of longer term lease in the future
 Lower degree of control by government 
For hypothesis 2, total 2 explanations are suggested in this chapter, they 
were as following, 
 Uncertainty and risk incurred 
 lack of maintenance 
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It was inspiring that the hypothesis 2 in certain conditions confirm 
hypothesis 1 as well.  It implied the high correlation between the lease term 
and the property price.
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Chapter 11
Conclusion
Introduction
This chapter summarizes the empirical results and implication that we have 
discussed in the above chapters and suggests the possible limitations 
encountered by the researcher of this dissertation.
Summary of Findings 
Conduit Road Area, Pokfulam Garden and Chi Fu Fa Yuen Area in Hong 
Kong Island are selected as the two main studied geographical areas in this 
dissertation.  More than nine thousand transaction data are extracted and 
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undergone regression analysis. These data are inputted into 3 models which 
are specifically designed to examine the 2 hypotheses developed in this 
research. The empirical results show that the 2 hypotheses are not rejected. 
The length of lease term as a value-added housing attribute
The proxies of lease term in both models 1 and 2 possess positive 
coefficients and 99% confidence level. This implies that the length of lease 
term has a positive impact on the prices of residential properties in both of 
the Conduit Road Areas. 
The impact made by lease term is explained by the author. In addition, 6 
reasons are suggested as the followings. 
Long term lease with a longer period of generating income gives a 
higher value
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Provided that there is no land resumption made by the government, a longer 
lease term generally means a longer period of generating rental income. 
Under the discounted cash-flow model, properties with a longer history of 
generating rental income are valuated at a higher price. 
Attribution of extra value of long term lease in value of development
A longer term land lease possess 1, or more than 1 option (real option) to 
redevelop. If the total rental income of the whole property outweighs the 
total redevelopment cost, either it be an improvement in building quality or 
an improvement in building quantity, it implies an extra gain in the value of 
the property or land from redevelopment. For a property with lease including 
real option, the potential extra gain from redevelopment will be discounted 
and implicitly reflected in the higher present value of the property. The 
longer the lease term with more real options included in the term of property, 
the higher the value is reflected implicitly in the property price as the result 
of the exercise of real options. 
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Differentia in Government Rent payable 
Generally, due to historical reasons, land owners of lands with a longer lease 
term pay a smaller ratio of government rent to the ratable value than those 
owners holding land lease with a shorter term comparatively. The savings in 
government rent payable in long lease term are discounted into present value. 
They are reflected implicitly in the price of land or property built on that 
piece of land. 
Less land use restriction 
The land use restriction clause in old crown leases (usually with a longer 
lease term) is less strict than those in lands granted in recent decades, in term 
of land use control. Provided the same level of statutory planning control, 
development potential in long term leases, which include less strict land use 
restriction, is believed to be higher than those of short term lease. 
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Limited supply of long term lease in the future
Currently, the government will only grant 50-year land lease. And some of 
the longer term lands are undergoing resumption or lease modification into a 
shorter term lease. It is obvious that the number of long lease term will not 
grow but deteriorate. Under the law of demand and supply, lands with longer 
term lease are priced higher in the market as the quantity is scarce. 
Lower Degree of control by government
There is a tendency for the government to impose more controls on land 
matters. Owners of long term lease are benefited as there is less interference 
from outsiders. The value of such benefit is reflected implicitly in the 
property prices. 
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Depression of residential property value in period approaching 
expiration of land lease 
In model 3, the empirical result inspiringly supports hypothesis 2 of this 
research. The proxy of announcement of re-granting issued by Lands 
Department105 PD*POST_A is expressed as positive in coefficient and high 
degree of confidence interval.  It shows that in the applied areas (Pokfulam 
Garden and Chi Fu Fa Yuen), prices of residential properties have actually 
undergone a period of depression prior to the announcement.  The 
depression period finally ended at the time the announcement was publicized.   
The depression in residential property prices in that specific period are 
explained by the author. 2 reasons are suggested as the followings. 
Attribution of uncertainty and risk in depression of residential property 
price
When a lease term is going to expire and there is insufficient information 
related to the settlement of ownership in the future, there is uncertainty in a 
                                                
105 It can be regarded as information about the settlement of uncertainty of the land lease matter.
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short period before the expiration or before the announcement of possible 
settlement. The uncertainty experienced by the property owners of the 
premises at that time is transformed as risk to the potential purchasers of the 
premises at the same time. The property value is found to be depressed 
under a circumstances full of uncertainty and risk.
Attribution of lack of maintenance in depression of residential property 
price  
During the period of uncertainty regarding land lease matters, the owners of 
the premises are typically not willing to pay for maintenance, or pay a higher 
management fee which is sufficient for a long term maintenance plan. The 
quality of maintenance services is expected to be lower. If the maintenance 
effort level is far behind the depreciation rate, finally the premises will 
obsolete which results in depreciation in value.
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Hypothesis 2 explain Hypothesis 
Hypothesis 2 also explains Hypothesis 1 under the circumstance that 
hypothesis 2 is true.  The empirical results support hypothesis 2 as a not-yet-
rejected hypothesis which it can be applied until being rejected.  Under the 
rationale of hypothesis 2, which focuses on the depression period before the 
expiration of lease term or before the announcement of related information, 
it is found that shorter term leases undergo more cycles of granting and re-
granting of land lease suffer from more times of falling in the period of 
value depression.  As the frequency of value depression is higher in shorter 
term leases than in longer term leases, premises of shorter term lease are 
transacted under a discounted lower price compared to premises of longer 
term lease. 
Limitations of this study 
The whole study is based on the assumption that all the parties within all the 
transactions are well-informed of the lease term of the premises which they 
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are going to trade.  However, not all the factual conditions are along with 
this assumption.  It is possible that there is the presence of blind investors or 
speculators.  These two groups of people may ignore the effect of lease term 
or even other kinds of housing attributes when making decision on property 
transaction.  If a portion of the transaction data applied in the regression 
analysis in this research involves these two groups of people, there will be a 
certain degree of random error in the result of the regression analysis.  This 
is the first limitation of this study.  
The second limitation concerns the covering area in this research.  As 
mentioned in the part of Methodology, the research locations should 
comprise lands or properties with various terms of land lease for the 
comparison of the effect of various terms of land lease on property price.  
However, due to the constraints from the history of the Hong Kong tenure 
system, longer term leases were only granted in Hong Kong Island and parts 
of Kowloon Peninsula.  Among all these areas, only a portion of area is 
packed with residential developments. So, the potential geographical 
research area of residential property pricing is limited to less than a quarter 
of the size of the whole territory of Hong Kong.  The relative small size in 
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the research covering area in this study limits the explanatory power of this 
research. 
The third limitation is the lack of sufficient case to demonstrate the effect of 
lease expiration to residential property price.  In spite of the case of 
Pokfulam Garden, the analysis will be more objective if regression samples 
are extracted from various sources.  However, the case of Pokfulam Garden 
is the only case with nearly expiring lease term after the handover.  And the 
lack of sufficient relevant case in lease expiration becomes the third 
limitation in this study.
The fourth limitation presented in this study is the incomplete time horizon 
of the case of Pokfulam Garden.  Although the issue of Pokfulam Garden 
has been settled by the announcement of re-granting of land lease by Lands 
Department, the whole process of re-granting has not been the end where the 
final conclusion can’t been drawn up yet.  And it remains a lot of space for 
further discussion on the issue in the future.  
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Area for Further Research 
The whole event of the case of Pokfulam Garden will be ended up when the 
land lease of that piece of land is re-granted completely.  Further study of the 
full time horizon of this case is suggested as a following literature in attempt 
to further investigate the effect of expiration of land lease term on the 
property price before the re-granting and after the re-granting of new lease.
The following research should include more case studies on the expiration of 
land lease, as there will be an increase in the number of land lease going to 
expire in the future.  The research may examine the effect of property price 
in an area in the duration that several properties in that area expire their lease 
term at the same time.  Such research is to demonstrate the scene of pre-
2047 period which examines the effect of lease expiration to the whole real 
estate industry. 
A further research on the effect of length of lease term on property price is 
suggested but the covering area should be expanded to increase the 
explanatory power of the new research.  A case study of property with 
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history of exercising real option is always suggested to be included in the 
following research to examine the value of real option in parallel.  
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Appendix I
A reference of valuation report from a developer 
Valuation of 5/F, 3 Landale Street, Wan Chai, Hong Kong [As at 18.08.2004]
Lot no. : IL 2245 s.B
OP date : 1958
Flat size : 435 sf (saleable area)
No. of Storeys : 6-storey
Orientation of the flat : South-east
View : Building view of Rialto Building (opposite)
Floor Layout : 2 units per floor, no lifts
Location/accessibility : Located at a moderately busy street, in between Queen's Road East & Johnston Road 
External Appearance : Old tenement block
Comparables 1 2 3 4 5 6 7 8
Date of transaction 
(S&P) 20-Apr-05 14-Apr-05 2-Jun-05 1-Jun-05 3-Aug-05 27-Jun-05 4-Jul-05 19-Jul-05
OP Date 1958 1958 1964 1966 1979 1963 1976 1960
Flat - - 71 F F 18 FP -
Floor 4/F 4/F 5/F 5/F 2/F 4/F 4/F 2/F
Bldg name - - Tai Tung House Wing Lee Bldg
New Spring Garden 
Mansion - - -
St. name
9 Landale 
Street
3 Landale 
Street
67-73 Queen's 
Rd E
32-40 Spring Garden 
Lane
47-65 Spring Garden 
Lane
Lun Fat Street 
12-24 4 Gresson Street
Tai Yuen 
Street 29
District Wan Chai Wan Chai Wan Chai Wan Chai Wan Chai Wan Chai Wan Chai Wan Chai
Price (mil ) $1.100 $0.980 $0.880 $0.700 $0.820 $0.700 $0.595 $0.490
Saleable Area sf. 442 448 353 392 357 458 290 403
$ per sf (S) $2,486 $2,188 $2,492 $1,788 $2,297 $1,530 $2,055 $1,217
Orientation
Same as 
subject
Same as 
subject North-east North-west South-east North-east North-west east
View
Same as 
subject
Same as 
subject
Busy Road and 
Opposite Bldg Opposite building Opposite Building
Opposite 
building Similar as subject
Opposite 
building
Floor Layout
Same as 
subject
Same as 
subject with lifts no lift lift no lift no lift no lift
Location/accessibility Same as 
subject
Same as 
subject
J/O Queen's Rd E 
&  Landale St E / 
Anton St
J/O Queen's Road E and 
Spring Garden Lane
between Cross Street and 
Queen's Road E
similar to subject similar to subject near Wan Chai 
Market
External appearance Same as 
subject
Same as 
subject
Old residential 
Blk with 
moderate 
maintenance
Old, moderately 
maintained
Old residential block old tenement 
block
Old residential 
block
Old tenement 
block
Adjustments
1 Time -4.0% -4.0% -1.0% -1.0% 0.0% -1.0% -1.0% -1.0%
2 Size 0.0% 0.0% 0.0% 0.0% 2.0% 2.0% 2.0% 0.0%
3 Efficiency 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
4 Level -0.7% -0.7% 0.0% 0.0% 2.1% -1.4% -0.7% 2.1%
5 Orientation/View 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
6
Location/ 
accessibility 0.0% 0.0% 0.0% 0.0% -2.0% 0.0% 0.0% 0.0%
7 External appearance 0.0% 0.0% 0.0% 0.0% -2.0% 0.0% 0.0% 0.0%
8 Bldg age 0.0% 0.0% -3.5% -5.6% -14.7% -3.5% -12.6% -1.4%
9 Facilities  0.0% 0.0% -10.0% 0.0% -4.0% 0.0% -4.0% 0.0%
Total adjustment -4.7% -4.7% -14.5% -6.6% -18.6% -3.9% -16.3% -0.3%
Adjusted value (psf (S)) $2,370 $2,086 $2,131 $1,670 $1,870 $1,470 $1,720 $1,213
Unit rate adopted for the subject premises $1,900 psfS
Value of the subject premises is assessed as say $827,000
Appendix II
ANNEX III of Sino British Joint Declaration
The Government of the United Kingdom and the Government of the People's Republic of 
China have agreed that, with effect from the entry into force of the Joint Declaration, land 
leases in Hong Kong and other related matters shall be dealt with in accordance with the 
following provisions: 
1. All leases of land granted or decided upon before the entry into force of the Joint 
Declaration and those granted thereafter in accordance with paragraph 2 or 3 of this Annex, 
and which extend beyond 30 June 1997, and all rights in relation to such leases shall continue 
to be recognised and protected under the law of the Hong Kong Special Administrative 
Region. 
2. All leases of land granted by the British Hong Kong Government not containing a right of 
renewal that expire before 30 June 1997, except short term tenancies and leases for special 
purposes, may be extended if the lesses so wishes for a period expiring not later than 30 June 
2047 without payment of an additional premium. An annual rent shall be charged from the 
date of extension equivalent to 3 per cent of the rateable value of the property at that date, 
adjusted in step with any changes in the rateable value thereafter. In the case of old schedule 
lots, village lots, small houses and similar rural holdings, where the property was on 30 June 
1984 held by, or, in the case of small houses granted after that date, the property is granted 
to, a person descended through the male line from a person who was in 1898 a resident of an 
established village in Hong Kong, the rent shall remain unchanged so long as the property is 
held by that person or by one of his lawful successors in the male line. Where leases of land 
not having a right of renewal expire after 30 June 1997, they shall be dealt with in 
accordance with the relevant land laws and policies of the Hong Kong Special 
Administrative Region. 
3. From the entry into force of the Joint Declaration until 30 June 1997, new leases of land 
may be granted by the British Hong Kong Government for terms expiring not later than 30 
June 2047. Such leases shall be granted at a premium and nominal rental until 30 June 1997, 
after which date they shall not require payment of an additional premium but an annual rent 
equivalent to 3 per cent of the rateable value of the property at that date, adjusted in step with 
changes in the rateable value thereafter, shall be charged. 
4. The total amount of new land to be granted under paragraph 3 of this Annex shall be 
limited to 50 hectares a year (excluding land to be granted to the Hong Kong Housing 
Authority for public rental housing) from the entry into force of the Joint Declaration until 30 
June 1997. 
5. Modifications of the conditions specified in leases granted by the British Hong Kong 
Government may continue to be granted before 1 July 1997 at a premium equivalent to the 
difference between the value of the land under the previous conditions and its value under the 
modified conditions. 
6. From the entry into force of the Joint Declaration until 30 June 1997, premium income 
obtained by the British Hong Kong Government from land transactions shall, after deduction 
of the average cost of land production, be shared equally between the British Hong Kong 
Government and the future Hong Kong Special Administrative Region Government. All the 
income obtained by the British Hong Kong Government, including the amount of the above-
mentioned deduction, shall be put into the Capital Works Reserve Fund for the financing of 
land development and public works in Hong Kong. The Hong Kong Special Administrative 
Region Government's share of the premium income shall be deposited in banks incorporated 
in Hong Kong and shall not be drawn on except for the financing of land development and 
public works in Hong Kong in accordance with the provisions of paragraph 7(d) of this 
Annex. 
7. A Land Commission shall be established in Hong Kong immediately upon the entry into 
force of the Joint Declaration. The Land Commission shall be composed of an equal number 
of officials designated respectively by the Government of the United Kingdom and the 
Government of the People's Republic of China together with necessary supporting staff. The 
officials of the two sides shall be responsible to their respective governments. The Land 
Commission shall be dissolved on 30 June 1997. 
The terms of reference of the Land Commission shall be: 
a) to conduct consultations on the implementation of this Annex; 
b) to monitor observance of the limit specified in paragraph 4 of this Annex, the 
amount of land granted to the Hong Kong Housing Authority for public rental 
housing, and the division and use of premium income referred to in paragraph 6 of 
this Annex; 
c) to consider and decide on proposals from the British Hong Kong Government for 
increasing the limit referred to in paragraph 4 of this Annex; 
d) to examine proposals for drawing on the Hong Kong Special Administrative 
Region Government's share of premium income referred to in paragraph 6 of this 
Annex and to make recommendations to the Chinese side for decision. 
Matters on which there is disagreement in the Land Commission shall be referred to the 
Government of the United Kingdom and the Government of the People's Republic of China 
for decision. 
8. Specific details regarding the establishment of the Land Commission shall be finalised 
separately by the two sides through consultations. 
Appendix III
6 Articles extracted from Basic Law
Article 6
The Hong Kong Special Administrative Region shall protect the right of 
private ownership of property in accordance with law.
Article 7
The land and natural resources within the Hong Kong Special 
Administrative Region shall be State property. The Government of the 
Hong Kong Special Administrative Region shall be responsible for their 
management, use and development and for their lease or grant to 
individuals, legal persons or organizations for use or development. The 
revenues derived therefrom shall be exclusively at the disposal of the 
government of the Region.
Article 120
All leases of land granted, decided upon or renewed before the 
establishment of the Hong Kong Special Administrative Region which 
extend beyond 30 June 1997, and all rights in relation to such leases, shall 
continue to be recognized and protected under the law of the Region.
Article 121
As regards all leases of land granted or renewed where the original leases 
contain no right of renewal, during the period from 27 May 1985 to 30 June 
1997, which extend beyond 30 June 1997 and expire not later than 30 
June 2047, the lessee is not required to pay an additional premium as from 
1 July 1997, but an annual rent equivalent to 3 per cent of the rateable 
value of the property at that date, adjusted in step with any changes in the 
rateable value thereafter, shall be charged.
Article 122
In the case of old schedule lots, village lots, small houses and similar rural 
holdings, where the property was on 30 June 1984 held by, or , in the case 
of small houses granted after that date, where the property is granted to, a 
lessee descended through the male line from a person who was in 1898 a 
resident of an established village in Hong Kong, the previous rent shall 
remain unchanged so long as the property is held by that lessee or by one 
of his lawful successors in the male line.
Article 123
Where leases of land without a right of renewal expire after the 
establishment of the Hong Kong Special Administrative Region, they shall 
be dealt with in accordance with laws and policies formulated by the 
Region on its own.
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Location of Conduit Road Area (Map I) 
The above map is derived from the SMO's 1:10,000 Map Base.
It will be printed at a scale of 1:300,000
Conduit 
Road Area
Location of Conduit Road Area II (Map II)
The above map is derived from the SMO's 1:10,000 Map Base.
It will be printed at a scale of 1:10,000
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Road Area 
II
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20 sample-taking developments in Conduit Road (Map I)
The above map is derived from the SMO's 1:10,000 Map Base.
It will be printed at a scale of 1:4,000
20 sample-taking developments in Conduit Road (Map I)
The above map is derived from the SMO's 1:10,000 Map Base.
It will be printed at a scale of 1:4,000
Appendix VI
Location of Pokfulam Garden & Chi Fu Fa Yuen Area (Map I)
The above map is derived from the SMO's 1:10,000 Map Base.
It will be printed at a scale of 1:300,000
Pokfulam 
Garden & Chi 
Fu Fa Yuen 
Area 
Location of Pokfulam Garden & Chi Fu Fa Yuen Area (Map II)
The above map is derived from the SMO's 1:10,000 Map Base.
It will be printed at a scale of 1:10,000
Appendix VII
2 sample-taking developments in Pokfulam Garden & Chi Fu Fa Yuen Area(PG&CF)
The above map is derived from the SMO's 1:10,000 Map Base.
It will be printed at a scale of 1:4,000
Pokfulam Garden 
Chi Fu Fa 
Yuen
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Summary of Seaview, Mountain view, Transportation Distance and Lease 
term of the samples from Conduit Road Area.
Development Block Unit sea view 
mountain 
view
Transportation 
Distance lease term 
pokfulam garden 1 a 0 0 146 2006
b 0 0 146 2006
c 0 0 146 2006
d 0 0 146 2006
e 1 0 146 2006
f 1 0 146 2006
2 a 0 0 125 2006
b 0 0 125 2006
c 0 0 125 2006
d 1 0 125 2006
e 1 0 125 2006
f 0 0 125 2006
g 0 0 125 2006
h 0 0 125 2006
3 a 0 0 125 2006
b 0 0 125 2006
c 0 0 125 2006
d 0 0 125 2006
e 1 0 125 2006
f 1 0 125 2006
4 a 1 0 125 2006
b 0 0 125 2006
c 0 0 125 2006
d 0 0 125 2006
e 0 0 125 2006
f 1 0 125 2006
5 a 1 0 63 2006
b 0 0 63 2006
c 0 0 63 2006
d 0 0 63 2006
e 0 0 63 2006
f 0 0 63 2006
g 0 0 63 2006
h 1 0 63 2006
6 a 0 0 17 2006
b 0 0 17 2006
c 0 0 17 2006
d 0 0 17 2006
e 1 0 17 2006
f 1 0 17 2006
Chi Fu Fa yuen 1 a 1 0 42 2126
b 1 0 42 2126
c 0 1 42 2126
d 0 1 42 2126
e 0 1 42 2126
f 0 1 42 2126
g 1 0 42 2126
h 1 0 42 2126
2 a 1 0 63 2126
b 1 0 63 2126
c 0 1 63 2126
d 0 1 63 2126
e 0 1 63 2126
f 0 1 63 2126
g 1 0 63 2126
h 1 0 63 2126
3 a 1 0 83 2126
b 1 0 83 2126
c 0 1 83 2126
d 0 1 83 2126
e 0 1 83 2126
f 0 1 83 2126
g 1 0 83 2126
h 1 0 83 2126
4 a 1 0 104 2126
b 1 0 104 2126
c 0 1 104 2126
d 0 1 104 2126
e 0 1 104 2126
f 0 1 104 2126
g 1 0 104 2126
h 1 0 104 2126
5 a 0 0 115 2126
b 0 0 115 2126
c 0 1 115 2126
d 0 1 115 2126
e 0 1 115 2126
f 0 1 115 2126
g 0 0 115 2126
h 0 0 115 2126
6 a 0 0 94 2126
b 0 0 94 2126
c 0 1 94 2126
d 0 1 94 2126
e 0 1 94 2126
f 0 1 94 2126
g 0 0 94 2126
h 0 0 94 2126
7 a 0 0 63 2126
b 0 0 63 2126
c 0 1 63 2126
d 0 1 63 2126
e 0 1 63 2126
f 0 1 63 2126
g 0 0 63 2126
h 0 0 63 2126
8 a 0 1 31 2126
b 0 1 31 2126
c 1 0 31 2126
d 1 0 31 2126
e 1 0 31 2126
f 1 0 31 2126
g 0 1 31 2126
h 0 1 31 2126
9 a 1 0 63 2126
b 1 0 63 2126
c 0 1 63 2126
d 0 1 63 2126
e 0 1 63 2126
f 0 1 63 2126
g 1 0 63 2126
h 1 0 63 2126
10 a 0 1 31 2126
b 0 1 31 2126
c 0 0 31 2126
d 0 0 31 2126
e 0 0 31 2126
f 0 0 31 2126
g 0 1 31 2126
h 0 1 31 2126
11 a 0 1 42 2126
b 0 1 42 2126
c 0 0 42 2126
d 0 0 42 2126
e 0 0 42 2126
f 0 0 42 2126
g 0 1 42 2126
h 0 1 42 2126
12 a 0 1 63 2126
b 0 1 63 2126
c 0 0 63 2126
d 0 0 63 2126
e 0 0 63 2126
f 0 0 63 2126
g 0 1 63 2126
h 0 1 63 2126
13 a 0 1 125 2126
b 0 1 125 2126
c 0 0 125 2126
d 0 0 125 2126
e 0 0 125 2126
f 0 0 125 2126
g 0 1 125 2126
h 0 1 125 2126
14 a 0 1 125 2126
b 0 1 125 2126
c 0 0 125 2126
d 0 0 125 2126
e 0 0 125 2126
f 0 0 125 2126
g 0 1 125 2126
h 0 1 125 2126
15 a 0 0 104 2126
b 0 0 104 2126
c 0 1 104 2126
d 0 1 104 2126
e 0 1 104 2126
f 0 1 104 2126
g 0 0 104 2126
h 0 0 104 2126
16 a 0 0 63 2126
b 0 0 63 2126
c 0 1 63 2126
d 0 1 63 2126
e 0 1 63 2126
f 0 1 63 2126
g 0 0 63 2126
h 0 0 63 2126
17 a 0 0 42 2126
b 0 0 42 2126
c 0 1 42 2126
d 0 1 42 2126
e 0 1 42 2126
f 0 1 42 2126
g 0 0 42 2126
h 0 0 42 2126
18 a 0 0 63 2126
b 0 0 63 2126
c 0 1 63 2126
d 0 1 63 2126
e 0 1 63 2126
f 0 1 63 2126
g 0 0 63 2126
h 0 0 63 2126
19 a 0 0 83 2126
b 0 0 83 2126
c 0 1 83 2126
d 0 1 83 2126
e 0 1 83 2126
f 0 1 83 2126
g 0 0 83 2126
h 0 0 83 2126
20 a 1 0 104 2126
b 1 0 104 2126
c 0 1 104 2126
d 0 1 104 2126
e 0 1 104 2126
f 0 1 104 2126
g 1 0 104 2126
h 1 0 104 2126
Appendix IX
Summary of Seaview, Mountain view, Transportation Distance and Lease 
term of the sample from Pokfulam Garden & Chi Fu Fa Yuen Area.
Development Unit SeaView
Mountain 
View Distance
lease 
term 
Yukon Court A 0 0 137.5 2860
B 0 0 137.5 2860
Botanic Terrace Block A A 0 0 262.5 2049
B 0 0 262.5 2049
C 0 0 262.5 2049
Botanic Terrace Block B A 0 1 312.5 2049
B 0 1 312.5 2049
C 0 0 312.5 2049
D 0 0 312.5 2049
Tycoon Court Block A 1 1 1 175 2860
2 1 1 175 2860
3 1 1 175 2860
4 1 1 175 2860
Tycoon Court Block B 1 1 1 225 2860
2 1 1 225 2860
Elegant Garden A 0 0 275 2049
B 0 0 275 2049
Olympian Mansion A 0 0 300 2049
B 0 0 300 2049
C 0 0 300 2049
mountain view court A 0 0 250 2860
B 0 0 250 2860
C 0 0 250 2860
Emerald Court A 0 0 287.5 2860
B 0 0 287.5 2860
conduit Tower A 1 1 225 2860
B 1 1 225 2860
C 1 1 225 2860
D 1 1 225 2860
Cimbria Court A 0 0 187.5 2860
B 0 0 187.5 2860
Vantage Park Block 01 A 1 0 162.5 2860
B 1 1 162.5 2860
C 0 1 162.5 2860
D 0 1 162.5 2860
E 1 1 162.5 2860
F 1 0 162.5 2860
Vantage Park Block 02 A 1 0 137.5 2860
B 1 1 137.5 2860
C 0 1 137.5 2860
D 0 1 137.5 2860
E 1 1 137.5 2860
F 1 0 137.5 2860
flourish court A 1 1 87.5 2860
B 1 0 87.5 2860
C 1 1 87.5 2860
cliffview Mansion (Block A-B) A 0 1 137.5 2049
B 0 1 137.5 2049
cliffview Mansion (Block C-D) C 1 1 175 2049
D 1 1 175 2049
Elegant Terr (BlocK 1) 0 0 87.5 2860
Elegant Terr (BlocK 2) 0 0 75 2860
Conway Man (Block A-B) A 0 0 175 2111
B 0 0 175 2111
Conway Man (Block C-D)) C 0 1 200 2111
D 0 1 200 2111
Conway Man (Block E-F) E 0 1 225 2111
F 0 1 225 2111
Winsome Park A 1 0 187.5 2860
B 1 0 187.5 2860
C 0 1 187.5 2860
Arts Man (BLOCK A) 1 0 0 237.5 2050
2 0 0 237.5 2050
3 0 1 237.5 2050
4 0 1 237.5 2050
Arts Man (BLOCK B) 1 0 0 237.5 2050
2 0 0 237.5 2050
3 0 1 237.5 2050
4 0 1 237.5 2050
Arts Man (BLOCK C) 1 0 0 237.5 2050
2 0 0 237.5 2050
3 0 1 237.5 2050
4 0 1 237.5 2050
scenecliff (BLOCK 1) A 0 0 275 2050
B 0 0 275 2050
C 0 1 275 2050
D 0 1 275 2050
scenecliff (BLOCK 2) A 0 0 300 2050
B 0 0 300 2050
C 0 1 300 2050
D 0 1 300 2050
Valiant Park A 1 0 250 2860
B 1 0 250 2860
C 1 0 250 2860
D 1 0 250 2860
E 1 0 250 2860
F 1 0 250 2860
G 1 0 250 2860
H 1 0 250 2860
Blessing Garden Phrase 1 A 1 0 125 2860
B 1 0 125 2860
C 1 0 125 2860
D 0 0 125 2860
E 0 0 125 2860
F 1 0 125 2860
Blessings Garden Phrase 2 A 0 1 125 2860
B 0 1 125 2860
C 0 0 125 2860
D 0 0 125 2860
E 0 1 125 2860
F 0 1 125 2860
Imperial Court Block A 1 0 1 137.5 2885
2 0 1 137.5 2885
Imperial Court Block B 1 0 0 137.5 2885
2 0 0 137.5 2885
Imperial Court Block C 1 1 0 137.5 2885
2 1 0 137.5 2885
3 0 1 137.5 2885
4 0 1 137.5 2885
Realty Garden (Block 1 London 
Courrt) A 0 1 162.5 2061
B 0 1 162.5 2061
C 0 1 162.5 2061
D 0 1 162.5 2061
Realty Garden (Block 2 Paris 
Courrt) A 0 1 175 2061
B 0 1 175 2061
C 0 1 175 2061
D 0 1 175 2061
Realty Garden (Block 3 Venice 
Courrt) A 1 1 200 2061
B 1 1 200 2061
C 0 1 200 2061
D 0 1 200 2061
Realty Garden (Block 4 Roma 
Courrt) A 1 1 187.5 2061
B 1 1 187.5 2061
C 0 1 187.5 2061
D 0 1 187.5 2061
Realty Garden (Block 5 Vienna 
Courrt) A 1 1 162.5 2061
B 1 1 162.5 2061
C 0 1 162.5 2061
D 0 1 162.5 2061
AGE CONSIDER USIZES SEAVIEW MOUNTAIN_VIEW TRAN_DISTANCE PD POST_A
 Mean 17.0904 2.343395 515.5327 0.186335 0.494753 75.43543 0.040051 0.022917
 Median 16.4 2.18 435 0 0 63 0 0
 Maximum 26.9 9.3 1136 1 1 146 1 1
 Minimum 9.9 0.21 218 0 0 17 0 0
 Std. Dev. 4.123009 0.900131 120.2376 0.389419 0.500026 31.12778 0.196101 0.149655
 Skewness 0.5104 1.901929 2.775895 1.61111 0.020991 0.169649 4.691443 6.376439
 Kurtosis 2.395774 10.02333 14.22686 3.595674 1.000441 1.866047 23.00964 41.65897
 Jarque-Bera 273.7439 12411.07 30516.74 2088.896 778.1667 272.5477 95018.84 322385.1
 Probability 0 0 0 0 0 0 0 0
Observations 4669 4669 4669 4669 4669 4669 4669 4669
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AGE CONSIDER USIZES SEAVIEW MOUNTAIN_VIEW TRAN_DISTANCE R RD
 Mean 9.71249 6.464273 905.1836 0.278999 0.430876 184.9166 565.3833 0.661196
 Median 5.4 6.15 866 0 0 175 860 1
 Maximum 44.3 69.015 9434 1 1 312.5 890 1
 Minimum 0 0.72 383 0 0 75 44 0
 Std. Dev. 10.86423 3.32271 423.8395 0.448569 0.495268 65.0781 389.0203 0.473369
 Skewness 1.354702 3.367562 4.39552 0.985498 0.279176 0.196236 -0.52661 -0.68115
 Kurtosis 3.781259 46.76273 56.93682 1.971207 1.077939 1.911472 1.281856 1.463971
 Jarque-Bera 1191.029 293672.3 447347.3 740.4567 600.0766 200.5601 608.3474 631.4121
 Probability 0 0 0 0 0 0 0 0
Observations 3595 3595 3595 3595 3595 3595 3595 3595
A
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dix X
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Appendix XII
Empirical Result of Model I 
Conduit Road Area (CRA)
Dependent Variable: IN_
Method: Least Squares
Date: 03/07/06   Time: 12:45
Sample(adjusted): 27 3727
Included observations: 3595
Excluded observations: 106 after adjusting endpoints
Variable Coefficient Std. Error t-Statistic Prob.  
AGE -0.010696 0.000722 -14.80747 0.0000
FLOOR 0.008687 0.000474 18.33125 0.0000
USIZES 0.000774 1.15E-05 67.55764 0.0000
SEAVIEW 0.078739 0.010017 7.860297 0.0000
MOUNTAIN_VIEW 0.044184 0.009159 4.824319 0.0000
TRAN_DISTANCE -0.001167 9.69E-05 -12.03567 0.0000
R 0.000117 2.26E-05 5.156862 0.0000
TIME91_03 -0.094440 0.067605 -1.396944 0.1625
TIME91_04 -0.048714 0.071710 -0.679327 0.4970
TIME92_01 0.098370 0.068031 1.445958 0.1483
TIME92_02 0.233890 0.067300 3.475310 0.0005
TIME92_03 0.169232 0.076046 2.225396 0.0261
TIME92_04 0.192268 0.076651 2.508337 0.0122
TIME93_01 0.151835 0.064536 2.352727 0.0187
TIME93_02 0.340302 0.062239 5.467664 0.0000
TIME93_03 0.396452 0.072455 5.471665 0.0000
TIME93_04 0.493941 0.066940 7.378817 0.0000
TIME94_01 0.682236 0.064552 10.56882 0.0000
TIME94_02 0.682638 0.075343 9.060418 0.0000
TIME94_03 0.607678 0.070905 8.570340 0.0000
TIME94_04 0.673128 0.071018 9.478301 0.0000
TIME95_01 0.649291 0.069918 9.286406 0.0000
TIME95_02 0.655504 0.068900 9.513809 0.0000
TIME95_03 0.560184 0.067449 8.305343 0.0000
TIME95_04 0.491590 0.061705 7.966731 0.0000
TIME96_01 0.605961 0.060797 9.967007 0.0000
TIME96_02 0.657016 0.061046 10.76266 0.0000
TIME96_03 0.694157 0.062390 11.12606 0.0000
TIME96_04 0.791508 0.060680 13.04407 0.0000
TIME97_01 0.942661 0.060908 15.47677 0.0000
TIME97_02 1.002028 0.060560 16.54598 0.0000
TIME97_03 1.073019 0.064665 16.59363 0.0000
TIME97_04 1.055797 0.065404 16.14265 0.0000
TIME98_01 0.832637 0.067100 12.40892 0.0000
TIME98_02 0.724039 0.069451 10.42521 0.0000
TIME98_03 0.489304 0.069134 7.077609 0.0000
TIME98_04 0.539042 0.064135 8.404761 0.0000
TIME99_01 0.521585 0.067592 7.716624 0.0000
TIME99_02 0.572895 0.066664 8.593710 0.0000
TIME99_03 0.505053 0.070471 7.166861 0.0000
TIME99_04 0.510541 0.068247 7.480779 0.0000
TIME00_01 0.462729 0.067095 6.896595 0.0000
TIME00_02 0.453225 0.079101 5.729713 0.0000
TIME00_03 0.472710 0.070314 6.722820 0.0000
TIME00_04 0.462973 0.083252 5.561096 0.0000
TIME01_01 0.391729 0.072656 5.391535 0.0000
TIME01_02 0.313535 0.076986 4.072633 0.0000
TIME01_03 0.372967 0.072688 5.131043 0.0000
TIME01_04 0.239794 0.075032 3.195904 0.0014
TIME02_01 0.283532 0.073480 3.858640 0.0001
TIME02_02 0.351982 0.069997 5.028537 0.0000
TIME02_03 0.257022 0.071925 3.573484 0.0004
TIME02_04 0.212556 0.079294 2.680595 0.0074
TIME03_01 0.258149 0.079244 3.257652 0.0011
TIME03_02 0.130455 0.079139 1.648440 0.0994
TIME03_03 0.136642 0.069402 1.968848 0.0490
TIME03_04 0.308813 0.066664 4.632348 0.0000
TIME04_01 0.422657 0.064784 6.524143 0.0000
TIME04_02 0.486109 0.069926 6.951787 0.0000
TIME04_03 0.588734 0.066180 8.895969 0.0000
TIME04_04 0.539038 0.064670 8.335171 0.0000
TIME05_01 0.623640 0.064082 9.731873 0.0000
TIME05_02 0.786227 0.067926 11.57477 0.0000
TIME05_03 0.811184 0.074138 10.94154 0.0000
C 0.537284 0.067510 7.958544 0.0000
R-squared 0.784907     Mean dependent var 1.741781
Adjusted R-squared 0.781007     S.D. dependent var 0.524924
S.E. of regression 0.245647     Akaike info criterion 0.048073
Sum squared resid 213.0088     Schwarz criterion 0.159943
Log likelihood -21.41068     F-statistic 201.2733
Durbin-Watson stat 0.997229     Prob(F-statistic) 0.000000
Appendix XIII
Empirical Result of Model 2
Conduit Road Area (CRA)
Dependent Variable: IN_
Method: Least Squares
Date: 03/07/06   Time: 12:46
Sample(adjusted): 27 3727
Included observations: 3595
Excluded observations: 106 after adjusting endpoints
Variable Coefficient Std. Error t-Statistic Prob.  
AGE -0.011080 0.000633 -17.51533 0.0000
FLOOR 0.008652 0.000471 18.36970 0.0000
USIZES 0.000770 1.14E-05 67.70295 0.0000
SEAVIEW 0.083240 0.009787 8.504899 0.0000
MOUNTAIN_VIEW 0.042446 0.009063 4.683673 0.0000
TRAN_DISTANCE -0.001184 8.86E-05 -13.36116 0.0000
RD 0.091323 0.014776 6.180470 0.0000
TIME91_03 -0.101035 0.067455 -1.497811 0.1343
TIME91_04 -0.053618 0.071599 -0.748866 0.4540
TIME92_01 0.093985 0.067900 1.384161 0.1664
TIME92_02 0.232757 0.067185 3.464399 0.0005
TIME92_03 0.163394 0.075894 2.152937 0.0314
TIME92_04 0.182632 0.076547 2.385882 0.0171
TIME93_01 0.151908 0.064346 2.360808 0.0183
TIME93_02 0.336185 0.062136 5.410506 0.0000
TIME93_03 0.392417 0.072339 5.424655 0.0000
TIME93_04 0.495342 0.066820 7.413140 0.0000
TIME94_01 0.679958 0.064450 10.55024 0.0000
TIME94_02 0.676940 0.075227 8.998690 0.0000
TIME94_03 0.605903 0.070791 8.559016 0.0000
TIME94_04 0.673639 0.070871 9.505163 0.0000
TIME95_01 0.647960 0.069785 9.285152 0.0000
TIME95_02 0.655812 0.068774 9.535731 0.0000
TIME95_03 0.562558 0.067327 8.355634 0.0000
TIME95_04 0.492681 0.061588 7.999582 0.0000
TIME96_01 0.606845 0.060677 10.00125 0.0000
TIME96_02 0.657798 0.060907 10.80008 0.0000
TIME96_03 0.694708 0.062260 11.15810 0.0000
TIME96_04 0.790943 0.060549 13.06288 0.0000
TIME97_01 0.941623 0.060783 15.49161 0.0000
TIME97_02 1.002900 0.060429 16.59621 0.0000
TIME97_03 1.074505 0.064507 16.65725 0.0000
TIME97_04 1.056926 0.065261 16.19541 0.0000
TIME98_01 0.835102 0.066962 12.47137 0.0000
TIME98_02 0.725221 0.069301 10.46477 0.0000
TIME98_03 0.488550 0.069004 7.080065 0.0000
TIME98_04 0.539829 0.063996 8.435298 0.0000
TIME99_01 0.524643 0.067412 7.782662 0.0000
TIME99_02 0.572961 0.066514 8.614119 0.0000
TIME99_03 0.508893 0.070294 7.239489 0.0000
TIME99_04 0.510478 0.068119 7.493887 0.0000
TIME00_01 0.465749 0.066927 6.959090 0.0000
TIME00_02 0.452589 0.078954 5.732279 0.0000
TIME00_03 0.472347 0.070155 6.732907 0.0000
TIME00_04 0.465953 0.083071 5.609063 0.0000
TIME01_01 0.392488 0.072473 5.415679 0.0000
TIME01_02 0.317464 0.076734 4.137176 0.0000
TIME01_03 0.375889 0.072486 5.185654 0.0000
TIME01_04 0.244430 0.074793 3.268103 0.0011
TIME02_01 0.286679 0.073309 3.910561 0.0001
TIME02_02 0.352446 0.069834 5.046945 0.0000
TIME02_03 0.258389 0.071721 3.602689 0.0003
TIME02_04 0.213776 0.079064 2.703847 0.0069
TIME03_01 0.262675 0.079027 3.323852 0.0009
TIME03_02 0.130967 0.078958 1.658705 0.0973
TIME03_03 0.139787 0.069158 2.021261 0.0433
TIME03_04 0.312429 0.066436 4.702719 0.0000
TIME04_01 0.425256 0.064511 6.592007 0.0000
TIME04_02 0.486135 0.069713 6.973338 0.0000
TIME04_03 0.593287 0.065908 9.001766 0.0000
TIME04_04 0.541010 0.064427 8.397262 0.0000
TIME05_01 0.627280 0.063814 9.829789 0.0000
TIME05_02 0.792975 0.067669 11.71840 0.0000
TIME05_03 0.814130 0.073892 11.01778 0.0000
C 0.553391 0.064709 8.551995 0.0000
R-squared 0.785606     Mean dependent var 1.741781
Adjusted R-squared 0.781719     S.D. dependent var 0.524924
S.E. of regression 0.245247     Akaike info criterion 0.044815
Sum squared resid 212.3161     Schwarz criterion 0.156686
Log likelihood -15.55507     F-statistic 202.1100
Durbin-Watson stat 0.998369     Prob(F-statistic) 0.000000
Appendix XIV
Empirical Result of Model 3
Pokfulam Garden & Chi Fu Fa Yuen (PG&CF)
Dependent Variable: LOG(CONSIDER)
Method: Least Squares
Date: 04/07/06   Time: 16:35
Sample(adjusted): 1 5773
Included observations: 4669
Excluded observations: 1104 after adjusting endpoints
Variable Coefficient Std. Error t-Statistic Prob.  
AGE 0.003626 0.001961 1.848911 0.0645
FLOOR_2 0.005998 0.000269 22.29267 0.0000
USIZES 0.001827 2.18E-05 83.96443 0.0000
SEAVIEW 0.010619 0.006327 1.678310 0.0934
MOUNTAIN_VIEW -0.032808 0.004784 -6.858489 0.0000
TRAN_DISTANCE -0.000112 6.76E-05 -1.652985 0.0984
PD -0.186378 0.013323 -13.98950 0.0000
PD*POST_A 0.245738 0.141992 1.730648 0.0836
TIME91_03 0.109672 0.024402 4.494454 0.0000
TIME91_04 0.237897 0.027122 8.771444 0.0000
TIME92_01 0.314551 0.024576 12.79934 0.0000
TIME92_02 0.397977 0.025012 15.91137 0.0000
TIME92_03 0.413198 0.026108 15.82673 0.0000
TIME92_04 0.363587 0.027451 13.24496 0.0000
TIME93_01 0.336456 0.025823 13.02954 0.0000
TIME93_02 0.379303 0.023843 15.90826 0.0000
TIME93_03 0.441668 0.025668 17.20668 0.0000
TIME93_04 0.466185 0.025672 18.15949 0.0000
TIME94_01 0.587325 0.024471 24.00132 0.0000
TIME94_02 0.731467 0.028388 25.76715 0.0000
TIME94_03 0.662280 0.026756 24.75253 0.0000
TIME94_04 0.671122 0.026865 24.98102 0.0000
TIME95_01 0.569347 0.026099 21.81464 0.0000
TIME95_02 0.566098 0.026649 21.24240 0.0000
TIME95_03 0.501574 0.026628 18.83620 0.0000
TIME95_04 0.437071 0.026133 16.72480 0.0000
TIME96_01 0.516312 0.026164 19.73388 0.0000
TIME96_02 0.559717 0.025839 21.66132 0.0000
TIME96_03 0.624586 0.026800 23.30520 0.0000
TIME96_04 0.696139 0.025694 27.09300 0.0000
TIME97_01 0.843128 0.026483 31.83640 0.0000
TIME97_02 0.957805 0.026420 36.25284 0.0000
TIME97_03 0.982216 0.028653 34.27950 0.0000
TIME97_04 0.985527 0.029733 33.14552 0.0000
TIME98_01 0.783852 0.031226 25.10286 0.0000
TIME98_02 0.674939 0.030528 22.10863 0.0000
TIME98_03 0.429699 0.031071 13.82955 0.0000
TIME98_04 0.406741 0.030685 13.25546 0.0000
TIME99_01 0.440056 0.032316 13.61744 0.0000
TIME99_02 0.497569 0.031183 15.95653 0.0000
TIME99_03 0.497744 0.033556 14.83339 0.0000
TIME99_04 0.371480 0.034431 10.78922 0.0000
TIME00_01 0.431133 0.034107 12.64051 0.0000
TIME00_02 0.275452 0.033302 8.271335 0.0000
TIME00_03 0.304673 0.032957 9.244528 0.0000
TIME00_04 0.249788 0.036715 6.803361 0.0000
TIME01_01 0.132792 0.035250 3.767095 0.0002
TIME01_02 0.159706 0.035375 4.514630 0.0000
TIME01_03 0.186987 0.037321 5.010254 0.0000
TIME01_04 0.105406 0.035787 2.945325 0.0032
TIME02_01 0.149325 0.038402 3.888478 0.0001
TIME02_02 0.144525 0.036328 3.978373 0.0001
TIME02_03 0.062524 0.037387 1.672360 0.0945
TIME02_04 -0.015412 0.040857 -0.377216 0.7060
TIME03_01 -0.116292 0.041302 -2.815646 0.0049
TIME03_02 -0.155240 0.041563 -3.735050 0.0002
TIME03_03 -0.126513 0.038380 -3.296341 0.0010
TIME03_04 -0.021409 0.035488 -0.603272 0.5464
TIME04_01 0.072026 0.037504 1.920495 0.0549
TIME04_02 0.206865 0.038732 5.340880 0.0000
TIME04_03 0.159510 0.037796 4.220249 0.0000
TIME04_04 0.306382 0.037530 8.163561 0.0000
TIME05_01 0.339016 0.037173 9.120011 0.0000
TIME05_02 0.353909 0.038497 9.193044 0.0000
TIME05_03 0.438830 0.040396 10.86310 0.0000
C -0.721027 0.033773 -21.34913 0.0000
R-squared 0.845756     Mean dependent var 0.787976
Adjusted R-squared 0.843578     S.D. dependent var 0.354597
S.E. of regression 0.140244     Akaike info criterion -1.076828
Sum squared resid 90.53384     Schwarz criterion -0.985670
Log likelihood 2579.855     F-statistic 388.2968
Durbin-Watson stat 1.801468     Prob(F-statistic) 0.000000

